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CHAPTER 81
H. F. NO. 1149

AN ACT DECLARING THE POLICY OF THE STATE WITH RESPECT TO
THE TAXATION OF TACONITE AND SEMI-TACONITE, AND FACILI-
TIES FOR THE MINING, PRODUCTION, AND BENEFICIATION THERE-

OF.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA

Section 1. The combined occupation, royalty, and excise taxes imposed upon or required to
be paid with respect to the mining, production, or beneficiation of taconite or semi-taconite by any per-
son or corporation engaged in such mining, production, or beneficiation, shall not be increased so as

to exceed the greater of

(EXPLANATION: Note that this does not FREEZE the present taxes; it provides
that the Legislature may impose the GREATER of the two forms mentioned in

(a) and (b).)

(a) the amount which would be payable if such taxes were computed under the laws in exis-
tence as of July 1, 1963,

(EXPLANATION: This is intended to authorize the Legislature to maintain
the present level of occupation and royalty taxes on taconite or semi-taconite,
even though that level may EXCEED the taxes which would be payable under
the corporate tax law.)

(b) the amount which would be payable if such person or corporation were taxed with respect
to such mining, production, or beneficiation under the income, franchise, and excise tax laws generally
applicable to manufacturing corporations transacting business within the state, as such laws may be
enacted or amended from time to time,

(EXPLANATION: Note again that this does not FREEZE the limitation set
forth in (b) at present levels. If, in future years, the legislature increases the
level of income taxes on manufacturing corporations, this limitation on taconite
taxes will be raised proportionately.)

except that for the purpose of the computation under this clause (b)

(1) income shall be apportioned to Minnesota in the manner which may be otherwise
specified by law;

(EXPLANATION: There has been some criticism that the exceptions set forth
make the statute complicated; however, all of them were inserted to meet
objections raised by legislators. Primarily these exceptions are inserted to
protect the Legislature’s right to deal with certain aspects of taconite and semi-
taconite production and sale in a manner which would yield a HIGHER
amount of taxes than if the exceptions were not set forth.




Thus, the purpose of the clause (1) is to give the legislature a free hand in

apportioning income between Minnesota and other states where part of the
taconite company's business is in Minnesota and part out of the state. It per-
mits the Legislature to attribute to Minnesota a higher percentage of net profits
of a taconite corporation than is attributed under the income tax laws of the
state in the case of certain manufacturing corporations. For instance, in the
case of other corporations manufacturing within the state and selling outside
the state, the income tax recognizes that a substantial part of the profits should
be attributed to the sales outside the state and only a designated percentage
to the manufacturing within the state: thus, the present formula (Section
290.10) in the case of companies manufacturing within the state and selling
outside the state assigns 70% of the net income to sales, 15% to property,
and 15% to payrolls; if 100% of sales were made outside the state, only
30% of the net income would be taxed. Because practically all taconite would
be sold and shipped outside the state, the Legislature insisted that they be able
to apply a different formula; for instance, that they be free to assign 50%,
75% , or even 100% of the net income to Minnesota, even though all the sales
were outside the state. To that extent it permits substantially higher taxation

of taconite companies than of other manufacturing corporations.)

(2) operating losses shall be carried forward from one taxable year to another only te
the extent which may be otherwise permitted by law;

(EXPLANATION: Again, the Legislature wished to preserve the right to re-
strict the carrying forward of losses from year to year and apply a different
method in the case of taconite operators than in the case of other corporations.
This was supported by the argument that it would be expected that taconite
companies would probably lose money for a substantial number of years, and
should not be permitted to carry forward all those losses as deductions against
profits in later years; again, it would authorize higher taxation of taconite
companies than of ordinary manufacturing corporations.)

and

(3) the market value of the taconite and semi-taconite, or the beneficiated product
thereof, at the point where the beneficiation processes within the state are complet-
ed may be treated by law as gross income from the business of mining, producing,
and beneficiating taconite or semi-taconite,

(EXPLANATION: Because it was recognized that some of the taconite pro-
duced might be turned over by a taconite company to its steel company
stockholders at COST or at a discounted price, the Legislature insisted on
freedom to measure the tax on the basis of a computed gross income based on
the market value of the taconite.)

provided that if such market is used, to the extent that federal income taxes are
deductible in computing taxes of manufacturing corporations generally, deductions
shall be computed and allowed as if such taxes had been computed, assessed, and
paid under the federal income tax laws with the market value of the taconite or
semi-taconite or the beneficiated product thereof constituting the gross receipts for
the purpose of determining gross income from the business of mining, producing, or
beneficiating taconite or semi-taconite.




(EXPLANATION: Because of the insertion of the provision explained above,
the Legislature had to permit the deduction of a COMPUTED federal income
tax from the COMPUTED profit in the case of a company turning over the
taconite produced to a parent corporation at cost. In other words, both this
provision and the preceding one were intended to authorize the Legislature to
provide the methods of computing the income tax that would be payable in the
case of a taconite company operating as a subsidiary of a steel company.)

Section 2. Taxes imposed upon the mining or quarrving of taconite or semi-taconite and upon
the production of iron ore concentrates therefrom, which are in lieu of a tax on real or personal

property, shall not be considered tc be occupation, royalty, or excise taxes within the meaning of this

act.

(EXPLANATION: The purpose of this provision is to make clear that the
amendment would limit state taxes only. and not local city. village. or school
taxes. and that so-called production or tonnage tax imposed in lieu of ad
valorem taxes, could be repealed, modified, or increased by subsequent legis-
latures.)

Section 3. For the purpose of this act “taconite” and “semi-taconite™ shall have the meaning
given to them by laws in existence at the time of the adoption of this act.

(EXPLANATION: The Legislature has adopted in this law the definitions of
taconite and semi-taconite set forth in Section 298.23 and 298.34. respectively.
Both definitions make clear that they are applicable only to iron formation in
which the iron oxide particles are so small that fine grinding to less than 20
mesh — to pass a screen with 400 openings to the square inch — is necessary
to permit separation from the silica (rock); that they are not applicable to any
ores which can be made merchantable by methods of concentration, such as
washing, jigging, heavy media separation, etc., which have been used for
years on natural ores. The difference between taconite and semi-taconite is
primarily that taconite at the eastern end of the Range is a hard unaltered
rock formation: the semi-taconite from the Itasca County area may have been
partially broken down so that it is not necessarily in a hard rock form and is

non-magnetic. )




JAcCKsON 9-9113

LEO D. MOSIER

ATTORNEY-AT-LAW

4130 LYNDALE AVE. No. MINNEAPOLIS 12, MINN.




«P ,(‘ i

LAk JA\.'J

1100 West Broadw Min

r of
con

constitutional
people, including

linnesota constitutio
be adopted.

f the
constitution may

Article X1V
amendments to the
alterations or amer
1 be so regu
*tﬁL" i

OoT more

La Lrt,q

The A

ame

ndment, to be known as

reads as follows:

taconite

tiie state of Linnesota,

"Section 1. dithsta D

441

ndm

L

neapolis 11, lfinn.

the proposed taconite amendmeny

stitutional lawyers.
n provides the method whereby
It says:
submitted at

11 vote for

en -tc
that

shall be
the voters sha

rticle XXI of the constitution

rovision of this constitution,

=

of Minnesota 1961 Gh
semi-taccnite, and fa cilities
thereof shall not be 1led

conflict therewith be wvalid,

this “venclrr+- lav
not more than 25 years bu
imposed upon persons
beneficiation of copper,
copper-nickel, er (3)

Taxes imposed upon the
upon the production of iron ore concentra
a tax on real or personal property, shall not
royally, or excise taxes within the i

T

Laws
"“"'Jt L
perioc
ot

L) 57

a

LC-‘I'

an pl be

cil

-

S m"“ ed,

1l .l’
not

erla
extegaﬂnf be FOl

(=% ad =~
Linc

Cc oI a

in minjng,
mining, producti

mining or guarryi

or f,l"_
(2) the D
e

¥
1in

e
LeEs

o+ L\A. LH

of ce; word
wording "notw

of

tc the taxation of taconite and

roduction d beneficiation

i, nor shall any laws in

the adoption ef
for a period of

the to be

productien or
weficiation of

on of nickel

taconite or semi-taconite and
therefrom, wbich are in lieu of
be considered to be occupatiun,
this amendment."

Y1
cli

tax

41(;1-

roduction or
on or benefic

article is for purposes of
any other vnrovision of this

titution whi
sions! of
to the
ballot
ageinst each

rm
41

amended to conf
nor nplaced on

To make m”tt@-o still

the "notw

viorse, the voter

iding" provision is part

Tlll bv hoodwinked into alte
ticle IX, Section 1, of the
effect of his "yes" vote.

sed,
him
the tacon

as they

The taconite

to cgtch the
taconite an 1dm
and soverelgn
constitution.

as propo
unmarj "otﬂ“ and
y to
of our »eople

e
2Nt

The linnes
"Government is
pecple,
alter,

ota ccnct;t

1in

1iect with

T

amendment of other parts of
the taconite amendmnent.
vhich are thus altereu or

re not presented to the
; it possible for him to
by Article XIV of the con-

[~ =%
i dd

voter

find no

taconite

g Article I,
constitution,

mention on the ballot
amendment. If ]
he ﬁ*ll of Rights,

h kpcu r-; ﬂg

witnou

intentional or nwt,1s a
single blind vote for the
ite industry the most sacred
now written into our state

a2 er

are

rotion 1, says:
CthP of ‘the
the right to
e puollc gooc sy

L1,

stituti

or col }

of the con
suspended

away for 25 years.

on, "The power of taxation

The taconite amend-

‘.-‘f:l"E’lp._\n pover away,

Am

ND PRCTECT Tt

HINL

; CONSTITUTION.

3

1ncus

d
to the taconite i

try, for 25 years.




Citizens' Committee for the
TACONITE AMENDMENT #1

735 Soo Line Building
Minneapolis, Minnesota, 55402
Telephone: 339-1429

OPINIONS OF LEADING CITIZENS

DR, CHARLES W, MAYO, M, D,, CHAIRMAN

"The proposed Taconite Amendment to our Minnesota Constitution deserves
the support of every Minnesotan., The passage of this amendment means jobs
for many, many of our people., It means payrolls rather than poverty, It
means increased tax revenues rather than increaged welfare expenditures,

"This Amendment will not freeze the amount of taxes paid by the Taconite
Industry, but rather will encourage the development of this industry by
providing that it will not be taxed more heavily than other corporate in-
dustries of our state, The passage of the Taconite Amendment will clearly
show that Minnesotans are not content with unemployment,

"Many of those who oppose the Taconite Amendment do so because they
fear that a precedent is being set in regard to our Minnesota Constitution,
;t 1s my opinion that a Constitution is to protect and aid our people and
if a precedent is to be set, certainly my conscience is clear as long as
it is done with the spirit and purpose of the Taconite Amendment - namely,
without favoritism to be helpful to all the people of Minnesota, not simply
those on the Iron Range,

"I urge all Minnesotans to carefully study the provisions of the Tac-
onite Amendment and to vote for its adoption on November 3rd."

MRS, SCOTT SCHOEN, VICE CHAIRMAN..' :

"Passage of the Taconite Amendment is important to me because it as-
sures the taconite companies of fair and equitable taxation, This assur-
ance will encourage the expansion of the taconite industry resulting in a
higher rate of employment which in turn will improve the economic growth
in Minnesota,

"Gainful employment can be described as a purpose for living, with
high hopes for the future, It contributes to an individual's self respect,
pride in accomplishments and good citizenship in general,

“Job opportunities must be available before a conscientious man con-
siders the responsibilities of a home and family. A regular pay check ig
all important to meet the needs of a family; shelter, clothing, education
health care and recreation,

"Working for the amendment gives us an opportunity to help other people
which should be the avocation of all men and women,"

MR, DWAYNE ANDREAS, FINANCE COMMITTEE CO-CHAIRMAN

"The primary reason that every Minnesotan should be for the Taconite
Amendment is that it promises to create thousands of jobs,

"Unemployment in the United States is the most serious problem facing
not only the workers but also the farmers,

"The serious decline in meat and milk prices can be directly traced
to the fact that too many people are without jobs and cannot spend as they
should for food for themselves and their families, I consider unemploy-
ment to be the Number One economic problem of the nation,

"A vote for the Taconite Amendment is a vote for full employment in
Minneso ta,"

(COPIES OF ATTACHED QUESTIONS AND ANSWERS ARE AVAIIABLE UPON REQUEST AT
THE ABOVE ADDRESS)




CITIZENS' COMMITTEE FOR THE TACONITE AMENTMENT #1
735 Soo Line Building, Minneapolis, Minnesota bb4y3
Telephone: 339-1429

QUESTIONS AND ANSWERS ON THE TACONITE AMENDMENT #1

1. WHAT IS TACONITE?
Taconite is the name given the basic Mesabi iron formation in Minmesota. Tue
formation is a flint hard rock containing 20-30% iron in fine particles imbedded
in rock. The Division of Lands and Minerals calculates that we nave an excess
of 60 billion tons of taconite wuich can be concentrated by present methods,
This is a staggering figure comparing it with the total of 2.5 billion tons of
natural iron ore that has been mined in Minnesota up to the present,

2. WHAT ARE THE PROVISIONS OF THE TACONITE AMENDMENT #1°%
The proposed constitutional amendment provides that a law (Minnesota Statutes,
1963, Ch, 81) stating Minnesota's policy regarding taxation of taconite mining
companies will not be "repealed, modified, or amended" for twenty-five years,
The statute establishes a state policy of not taxing the taconite and semi-tacon-
ite mining industry more heavily than other Minnesota corporations. It is not a
tax cut, nor a tax freeze; and it does not establish a ceiling on taxes levied
against taconite mining companies, The law provides that taxes for taconite and
semi-taconite will not be increased unless the amount that the mining companies
would pay if they were taxed under the corporation income tax law were to go up.
That is, if the tax on other manufacturing industries is raised up to, and above,
the level of taxes now paid by the taconite mining industry, the taxes on tacon-
ite mining could also be raised apace. It is important to remember that tae
amendment does not limit the so-called "taconite tax" of 6¢ per ton. Nor does it
affect the taconite railroad taxes and various local taxes paid by ftaconite '
o ; companies,
3. HOW ARE TACONITE PELLETS MADE AND WHY ARE THEY IMPORTANT?
To make taconite pellets, the taconite rock must be crushed and ground to a fine
flour-like powder, The fine particles of iron ore are separated from the waste
rock by magnetic separators, Following the magnetic se¢paration, the iron con-
centrate is fed in balling drums where the pellets arc formed, The last step in
the process is to harden the pellets in large furnaces so tnat tney will not
break in shippent,
Taconite pellets are in great demand by steel makers because they contain high
iron content and the little round porous ball increases the efficiency of tie
blast furnaces, The use of pellets makes one blast furnace do the work of two
furnaces using natural iron ore,

4, WHY IS THERE A NEED FOR THE TACONITE AMENDMENT #1 AND HOW IS IT IMPORTANT TO THE
PEOPLE OF MINNESOTA?
Northeastern Minnesota is a distressed are., People are out of jobs, many are on
relief! This is a financial burden to every tax-payer in Minnesota. In ten
years natural iron ore mining will be virtually ended! We must encourage tie
utilization of our abundance of taconite by attracting taconite plants that would
create jobs and progperity. Taconite mining is like a manufacturing operation,
The plants must be operated 24 hours a day, 52 weeks a year to remain profitable,
This industry creates year-round employment whereas natural iron mining was sea-
sonal, Taconite production will add stability to the economy, create year-round
jobs, and give a sharp boost to the depressed economy of northeastern Minnesota,
Without the 25-year guarantee of equitable taxation protected by a constitu-
tional amendment, Minnesota will not be able to attract its fair share of future
taconite plants, These plants cost many millions of dollars (Reserve Mining Co,
spent 310 million dollars on its plant and mine), and the owners and investors
must know that the plant will be profitable for its expected life, otherwise they
will build elsewhere, '"The importance of the amendment as a symbol of a new and
favorable tax climate cannot be underestimated."
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5. IF THE TACONITE AMENDMENT IS PASSED, HOW WILL IT AFFECT ME?
If the Taconite Amendment passes, it will pave the way for large multi-million
dollars investments in Minnesota, Construction of new plants will give the re-
gion a much needed "shot-in-the-arm"., Hundreds of millions of dollars, and thou-
sands of jobs will result, The affect of this will be felt throughout the state
== to the contractor, the merchant, the suppliers, and the farmer -- and in a
significant way to education. Many will benefit directly; others indirectly,
The additional flow of dollars will result in larger tax income from the mining
companies, their suppliers and allied industries, and from their employees, This
will make my area more prosperous, my friends happier, and my taxes lower,

6. IF IT DOESN'T PASS, HOW WILL IT AFFECT ME?
If the Taconite Amendment fails to pass, tthe -ecanomy of Northeastern Minnesata
¥ill continue. to stagnate as natural iron ore production declines, There is no
hope that the natural ores from Minnesota will ever again enjoy the preferred
position they once had, If taconite plants are not built, Northeastern Minnesota
will become an economic liability rather than an asset. Tax revenues will have
to be diverted to this area to maintain essential government services, education-
al facilities, and finance growing welfare problems, Already, every taxpayer con-
tributes to the yearly I million dollars spent for relief which will get worse un-
less something is donme! We must not allow thias to happen!

7. BUT ISN'T MINNESOTA'S GREATEST RESOURCE IRON ORE? SHOULDN'T IT BE REGARDED AS A
PRECIOUS COMMODITY?
Minnegsota's greatest resource is not iron ore! It is its human resources: its
men, women and children, At this time able-bodied men and women in Minnesota are
unemployed, They need jobs! The more than 60 billion tons of unused ore are use-
less under the ground! It is true that for many years Minmesota natural ore was
& commodity in great demand, Today, the situation is greatly changed. Our iron
ore and taconite must compete in a world iron ore market, If it ean be sold it
provides employment and prosperity for a large part of the state plus subatantial
tax revenues to the entire state and nation,

8. WON'T THERE BE A GREAT LOSS IN REVENUE FROM TAXES TO THE STATE?

As the natural iron ore industry has becume competitive there has been.a ateady
decrease in the production of natural ores, accompanied by a deere?ae in tax re-
venues to the state, It ia true that there has been and will eontimue to b? a
decline in tax revenue from the irom ore industry., The Taconite Amegdmen? will
not inerease thia loss, Op the coptrary, the added taconite prod?ct1on wll% help
offset the tax loss, since the increased employment will provide increased in-
come tax revenue, In addition, the new taconite plants will pay taxes, We must
remember that 10 years ago saw virtually no taxes paid by taconite, because tac-
onite was still unuaed,

9, HOW WILL THE TACONITE AMENDMENT AFFECT MY TAXES? . . '
By getting the economy of Northeastern Minnesota on ita feet agaxn,'that area will
be contributing rather tham taking from the state's economy., ?f tyls area con-
tinues to decline, it will become increasingly expemsive to maintain local govern-
ment, welfgre and educational systems, In that case, the ﬁup?ort of the systems
will undoubtedly have to come from the pockets of taxpayers in other parts of the
state,

WHEN I GO TO THE POLLS IN NOVEMBER, HOW WILL THE TACONITE AMENDMENT APPEAR ON
THE BALLOT?
It will appear as Amendment #1,
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11, ISN'T IT TRUE THAT IRON ORE FROM COINTRIES LIKE CANADA, BRAZIL, VENEZUELA, LIBER-
IA, IS VERY MUCH CHEAPER TO IMPORX? AND IF THIS IS SO, ISN'IT RATHER RIDICULOUS
TO COMPETE WITH FOREIGN SOURCES?

There are several reasons why Minnesota should compete with foreign sources of
iron ore, The huge investment in tacorite plamic makes it possible to produce

a product that can compete on the basis of quality and not coat alone, The fear
of nationalization and expropriation by some foreign governmenta will aid Minne-
sota in competing for new taconite plants, Them too, there is the aspect of Na-
tional Security, The United States must have available domestic sources of iron
ore, After all, competition is the sum of many things. Steel companies examine
the costs of production, quality, transportatiomn costz, taxes ~~ all of these
factors, plus the assurance of equitable taxation, will make Minnesota a good
competitor for the mew taconite industry,

12, WHAT ASSURANCE DO WE HAVE THAT THE TACONITE AMENDMENT WILL MEAN MORE JOBS AND
HOW LONG WILL IT BE BEFORE NEW TACONITE PLANTS ARE IN OPERATION?

Roger M, Blough, Chairman of the Board, United States Steel Corporation speaking
in St, Paul, recently stated:
"As an earnest indication of our good faith, we gave the people of Minnesota a
commitment ~- that barring eventas beyond our control, and promptily after the
constitutional amendment is adopted ~- United States Steel will complete engi-
neering and commence construction of a major taconite plant in the viecinity of
Mountain Iron and that the new plant would be so designed that it may be expand-
ed readily, This commitment still stands,"
Ford Ogelbay Norton are commencing a 1,500,000 tons or larger plant in the Eve-
leth area this year, in good faith that the Amendment will pass, Hanna Mining
Company is expected to build a plant near Nashwauk, Their combined cost would

be over $200 million, with an expected employment of about 4,000 people in con~
struction and 2000-~5000 permanent employees, There are still other proapects
for new taconite facilities.

13, HAVE SIMIIAR PROVISIONS EVER BEEN MADE IN OTHER STATES?
Other states have lower taxes on iron ore, Michigan imposes no apecial state
taxes on iron ore, Wisconsin and Penmsylvania have corporate income taxes rather
than special taxes on mining, Wyoming taxes on iron ore were less than 12¢ per
ton in 1961,

14, ARE THERE SAFEGUARDS IN THE EVENT THAT THE TAXATION SITUATION SHOULD CHANGE
DRASTICALLY BEFORE THE 25 YFARS ARE UP?
Yes, there are safeguards, Should the State of Mimnesota require substantial
additiomal tax revenues in the future, the legislature can modify the rates
or allowable deductions for the corporate income tax at any time, The tacomite
amendment provides a mechanism permitting the legislature to increase the
occupation tax rate, Or, if the profits of the taconite companies should im-
prove unduly because of unforseem circumstances, such as extremely high prices
for the pellets or decreased labor costas, then the income from occupation and
royalty taxes would increase proportionately.

15, ARE BOTH POLITICAL PARTIES SUPPORTING THE AMENDMENT? WHO EISE IS FOR IT?
The Taconite Amendment has been endorsed by the Republican and DFL parties,
Business and Labor are for it, Hundreds of organized groups and unnumbered
interested citizens are expected to back the amendment, These will be publi-
cized as the campaign for the amendment gets under way.
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16, WHAT IF IT CAN'T MAKE UP MY MIND AND THEREFORE DON'T VOTE EITHER "YES" OR "NO"?
Leaving the ballot blank is the same as voting "No". For a comstitutional
amendment, to pasa it muat receive a 50% majority of all people voting in the
election, So, if you go to the polls and vote but don't vote on an amendment,
you are voting '"No" even if you don't want to.

17, WHAT CAN I DO TO HELP PASS THE AMENDMENT?
Talk to your friends; cooperate with groups backing the amendment; see to it
that voters are encouraged to vote "Yes" on Amendment #1, If voting machines
are used, amendments are harder to find than if ballots are used, but tell
your friends to find the amendment even if it takes a few meconds to do so,
NO VOTE ON AN AMENDMENT COUNTS EXACTLY THE SAME AS A "NO" VOTE, you should
tell all your friends,

THE TACONITE AMENDMENT MEFANS JOBS! IT MEANS PROSPERITY FOR MINNESOTANS !

IT MAKES GOOD SENSE!

IT'S RIGHT TO VOTE YES FOR TACONITE!




STATEMENT ON THE TACONITE AMENDMENT #1
by Charles We. Mayo, M.D. Chairman :
Citizens' Committee for the Taconite Amendment 71

"The proposed Taconite Amendment to our Minnesota Constitution deserves
the support of every Minnesotan. The passage of this amendment means jobs
for many,many of our people, It means payrolls rather than poverty. It

means increased tax revenues rather than increased welfare expenditures.”

“This Amendment will not freeze the amount of taxes paid by the Taconite

Industry, but rather will encourage the development of this industry by
providing that it will not be taxed more heavily than other corporate
industries of our state. The passage of the Taconite Amendment will
clearly show that lMinnesotans are not content with unemployment."

"Many of those who oppose the Taconite Amendment do so because they
fear that a precedent is being set in regard to our Minnesota Constitution,
It is my opinion that a Constitution is to protect and aid our people
and if a precedent is to be set, certainly my conscience is clear as
long as it is done with the spirit and purpose of the Taconite Amendment -
namely, without favoritism to be helpful to all the people of Minnesota,
not simply those on the Iron Range."

"I urge all Minnesotans to carefully study the provisions of the

Taconite Amendment and to vote for its adoption on November 3rd,."
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—__THINK WELL,.. -S.‘-’EAK WELL... DO WELL... FOR SAINT PAUL

Taconite Amendment Does Not
Involve Either Tax Cut or Tax Freeze

An up-dated report on Iron Mining and
Taxes in Minnesota, made by the Macales-
ter College Bureau of Economic Studies
makes it quite clear that neither a tax cut
nor a tax freeze is involved in the Taconite
Amendment which will be put to a vote in
November of this year.

The Macalester report says the 1963
State Legislature made several changes in
tax laws, including the adoption of a new
taconite statute and submission of a con-
stitutional amendment to guarantee the
effectiveness of this statute for 25 years.

The effects of the program are analyzed
in the Macalester study this way:

“Basically, the statute provides that
taxes for taconite and semi-taconite will
not be increased unless the amount that
the mining companies would pay if they
were taxed under the corporate income tax
were to go up. That is, if the tax on other
manufacturing industries is raised up to
and above the level of taxes now paid by
the taconite mining industry, the taxes on
taconite mining also could be raised
apace. . .

“It seems quite clear that this statute
1S not a tax cut nor a tax freeze. It cer-
tainly does not establish a ceiling on taxes
levied against mining companies. All the
statute does is establish a policy of not
taxing the taconite and semi-taconite min-
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ing industry more heavily than other
Minnesota corporations. The proposed
constitutional amendment merely provides
that this statute will not be repealed, modi-
fied or amended for 25 years.

JamEes B. McComB, author of the study
emphasizes the importance of encourag-
ing the growth of the Minnesota taconite
industry. He says taconite investments
made here already exceed $600-million
and have created 6,000 new year ‘round
jobs. Existing plants have a concentrating
capacity of 17.5 million tons a year. The
University of Minnesota School of Mines
says the state should strive for a total
plant capacity of 60 million tons by 1990,

McComb estimates that some 25,000
people would be directly employed in min-
ing and processing of taconite and semi-
taconite if this goal were achieved.

He says these people would earn about
$140-million a year at current wage rates
and additional millions would be put into
the state’s economy by purchases of sup-
plies and tax payments.

To bring about the proposed plant
capacity, increased new investments of
$1.5-million would have to be made. In-
vestments of this size will be made only
under favorable conditions competitive
with the opportunities given to industry in
other locations.

] . MAGNETIC TACONITE
DEPOSITS
SEMI-TACONITE

2 _RULIIH DEPOSITS

THIS MAP outlines the Minnesota Iron Range and its present taconite facilities.

Support the Taconite Amendment. Vote

TELLING the taconite story are left to right,
Earl T. Bestor, Duluth District director of the
United Steelworkers, vice chairman of the
Citizen’s Committee for the Taconite Amend-
ment and Dr. Charles W. Mayo, Rochester,
committee chairman.

Minnesota’s Range
Formed Years Ago

Minnesota’s Mesabi Iron Range is prob-
ably two billion years old.

First came “taconite” or iron formation
—a sediment of iron and sand particles
that formed the bottom of an ancient sea.

Later, earth movements and percolating
waters enriched some of this taconite,
creating pockets of high-grade ore, which
was first mined in 1892,

To understand the change in Minne-
sota’s mining industry—from production
of two-thirds of the nation’s ore require-
ments just ten years ago to 45 per cent to-
day—it must be realized that iron ore has
only one use: the production of iron and
steel. And problems of the steelmaker are
problems for the iron ore miner.

Today the steel industry is facing high
costs, intense competition from plastics,
aluminum and wood substitutes for steel
and increased overseas competition.

Steel producers are asking the mining
industry for better-quality, lower-cost ores.
Minnesota iron ore producers have two
problems: one is that the quality of Minne-
sota ores, before expensive treatment, is
steadily declining. The other is that the
cost of mining Minnesota ores (including
state and local taxes) is at an all-time high.

Minnesota’s hope for the future rests
with its large quantities of low grade ore
which can only be produced if more taco-
nite plants are built.

These plants cannot be constructed un-
less the investors are assured that the high
taxes now borne by natural ores will not
be shifted to taconite. This guarantee can
be met through approval of the Taconite
Amendment. Vote Yes in November.

YES in November




Q. What is taconite?

Taconite is the name given the basic
Mesabi iron formation in Minnesota
which contains 20 to 30 per cent iron in
fine particles imbedded in rock. Estimates
indicate Minnesota has in excess of 60
billion tons of taconite which can be con-
centrated by present methods. Compare
this with the total of 2.5 billion tons of
natural ore mined in Minnesota to date.

(). What is the Taconite Amendment?

The amendment would assure the taco-
nite and semi-taconite industry of fair
tax treatment on the state level for 25
years . . . equal to taxes paid by other
corporations and industries in the state.
Local taxes paid by the industry are not
involved.

Q. If the amendment passes, how will it
affect me?

If the Taconite Amendment passes, it
will pave the way for multi-million dollar
investments in Minnesota. Hundreds of
millions of dollars and thousands of jobs
will result. The effect of this will be felt
throughout the state with the additional
flow of dollars resulting in larger tax in-
come from the mining companies, their
suppliers, allied industries and emplovees.

Q. If the amendment does not pass, how
will it affect me?

The economy of northeastern Minne-
sota will continue to stagnate as natural
iron ore production declines. There is no
hope that the natural ores from Minne-
sota will ever again enjoy the preferred
position they once had. If taconite plants
are not built, northeastern Minnesota will
become an economic liability rather than
an asset. Tax revenues will have to be di-
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THE COMPLICATED PROCESS of de-
veloping taconite is shown in the photo

Taconite Questions Answered

verted to this area to maintain essential
government services, educational facili-
ties and to finance growing welfare prob-
lems. Already every taxpayer contributes
to the yearly $7-million spent for relief
which will get worse unless something is
done.

Q. What if I fail to vote either yes or no
on the Amendment?

Leaving the ballot blank is the same as
voting no. For a constitutional amend-
ment to pass it must receive a 50 per cent
majority of all people voting in the elec-
tion.

Q. When I go to the polls in November
how will the Amendment appear on the
ballot?

It will appear as Amendment #1.
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MINNESOTA MINING
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HOW MANY jobs will there be on the lron
Range in the years to come? The vote you cast
in Movember will determine the answer to that
guestion.
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above. The story on the right describes
the process.
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QUANTITY of Minnesota ore shipments is
graphically depicted here. The sum to be
shipped in 1972 depends on you.

Chamber Committed
To Amendment Push

The Saint Paul Area Chamber of Com-
merce is committed to work in behalf of
the Taconite Amendment.

The Chamber’s board of directors first
endorsed the Taconite Amendment about
18 months ago.

More recently the Chamber sent a letter
to Dr. CHARLES MAY0O, chairman of the
Citizen’s Committee for the Taconite
Amendment saying, in part, “Now we will
go all-out to assist you in this final effort to
have the amendment approved.”

Taconite I?rocess
Is Expensive Task

There are two types of taconite rock.
One is magnetic, the other non-magnetic.
In itself this rock which contains 20 to 30
per cent iron is virtually worthless. To
convert it to 67 per cent iron rich pellets
1S an expensive task.

Taconite is very hard rock and the iron
particles it contains are very fine. A new
drill was developed to mine the rock by
crumbling it into fragments.

The rock is broken into five foot slabs
which are transported to the crushing
plant. At the plant the five foot rocks are
reduced to gravel size and then ground
again, this time with the use of magnets
and water, to a texture as fine as face
powder. This “concentrate” contains about
67 per cent iron and is a valuable custom-
designed ore. Since the concentrate is too
fine to ship or use in making steel it is
compacted into pellets about the size of
marbles and baked in furnaces. This hard-
ens the product for shipment and produces
a pre-sized quality material.

SPC ACTION

THE MAGNETIC and hydro-separators
are at work in this photo of the interior
of the concentrating building of the

E. W. Dayvis Works of the Reserve Mining
Company at Silver Bay.

State Business Climate Group
Adopts Taconite Resolution

WHEREAS. the Taconite Amendment
that comes before the voters of Minnesota
in the November, 1964 General Election
will be watched by decision makers and
investors both in Minnesota and through-
out the nation, and

WHEREAS, the outcome on this im-
portant issue will be a clear-cut decision
as to the attitude of the people of Minne-
sota toward fair tax treatment for business
and industry of our state, and

WHEREAS, the decision on the Taco-
nite Amendment will have a tremendous
impact on the economy of our state and
on each community in the state as a direct
reflection of our business climate and our
interest in tax reform, and

WHEREAS, the results of this issue
have a direct implication on each com-
munity in our state and a corresponding
implication on the development of Cham-
bers of Commerce in each community
and the effectiveness of each Chamber’s
program, and

WHEREAS, the MCCE Business Cli-
mate Committee states as part of its
objectives: “to encourage the develop-
ment of commercial, civic and community
organization throughout the state.”

THEREFORE, BE IT RESOLVED
that the Business Climate committee of
MCCE recognizes that passage of the
Taconite Amendment is important to the
development of our state’s economy, our
community’s economy and to the Cham-
bers of Commerce throughout Minnesota,
and

FURTHER RESOLVES; that it en-
dorses the suggested follow-up local ac-

SPC ACTION

tion program in support of the Taconite
Amendment, and

FURTHER RESOLVES, that each
Chamber manager encourages his Cham-
ber to take leadership in his community
to initiate this action program, and

FURTHER RESOLVES, that the im-
portance of this issue merits that passage
of the Amendment be a major objective
of the Business Climate committee dur-
ing 1964, and

FURTHER RESOLVES, that all local
Chambers of Commerce go on record as
stating that favorable passage of the
Taconite Amendment by the largest
margin possible is vital to Minnesota’s
business climate and that of each com-
munity, and

FURTHER RESOLVES, that passage
of the Amendment will be a symbol of a
new and favorable tax climate in our
state.

THIS AERIAL VIEW shows Pilotac,
U. S. Steel’s taconite concentrating plant

What Can You Do
To Help Taconite?

What can you do to support the Taconite
Amendment?

NOW...

Get all of the information you can on
taconite—what it is, how it’s processed, the
competitive problem of taconite and how
it must successfully compete with other
taconite projects, the jobs, payrolls and
opportunities our state can receive from a
strong and expanding taconite industry.

Just write the Saint Paul Area Chamber
of Commerce. Tell us, “I want inform-
ation on taconite.”

Follow EARL HENTON'S Saturday night
TV program and its messages about iron
ore and taconite. The program can be seen
in the Twin Cities on WCCO-TV.,

THIS SPRING . ..

Tell the taconite story to—

Your family and neighbors.

Your Minnesota relatives and friends
when you write to them.

The newspaper-reading and radio-listen-
ing public (through letters to the editors
and open mike programs).

Your Minnesota business associates—
people who work in stores, offices, or
plants just like yours.

THIS SUMMER...

Sell the taconite story. Work for organi-
zations like the State Citizen's Committee
headed by Dr. CHARLES Mayo.

Urge vour friends, neighbors and co-
workers to visit the Iron Range and see
mines and taconite plants first hand.

THIS FALL . ..

Urge your friends to fulfill their first
duty as citizens—at the polls in Novem-
ber . ..

ABOVE ALL . . . Don’t forget to vote
yourself.

at Mountain Iron. It produces 800,000
tons of concentrate annually.




THIS
concentrator building of the Erie Mining

New Life Possible
For Mining Industry

The development of taconite is giving
Minnesota’'s mining industry the oppor-
tunity of having a second life, according
to C. F. BEUKEMA, § & I
president of U.S.
Steel's Oliver Iron
Mining division,

Beukema, in a re-
cent address, said
“The fact that op-
portunity is knock-
ing right now at the
door is difficult to
recognize because of [
the enviable and re- BEUKEMA
markable 70-year history that Minnesota
Ranges have had as dominant suppliers
of iron ore to the American Steel indus-
try2

Beukema pointed out that the Minne-
sota iron ore industry is not expanding
proportionately to our national economy
and said the most competitive iron ore
market in the history of the world exists
today.

“It is in the availability elsewhere of
ores of a superior cost-quality relation-
ship to most of the natural ores we have
left in Minnesota that we find the major
problem facing our iron ore industry to-
day and it is in taconite that we find the
answer to this problem.”
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The building is
nearly one quarter of a mile long.

ITaconite Touches Everyone

The three plants now located in Minne-
sota. . .

... spent $600,000,000 for plant construc-
tion, for materials, machinery, salaries and
wages;

. pay $40,000,000 each year to 6,000
year round employees;

... buy $45,000,000 worth of supplies and
equipment each year;

... pay $5,000,000 a year in state and local
taxes.

Multiply these figures by three (to equal
Minnesota’s taconite production estimated
for 1990 by the University’s School of
Mines) and you get an idea of what taco-
nite could contribute to the state’s econ-
omy.

CHAMBER PRESIDENT Herbert

P. Buetow,
left, looks over some taconite pellets with
John T. Hay, Chamber Executive Vice President.

Chance Available
To Reaffirm
Basic Principles

The Taconite Amendment. according to
an editorial in the Minnesota Valley Re-
view, gives Minnesota an opportunity to
reaffirm a basic principle of democracy.

The editorial says, in part,

“Behind the American system of gov-
ernment are certain basic principles which
go deeper than law, deeper than the federal
and state constitutions themselves.

“One of those principles is that sov-
ereignty, the ultimate authority, rests with
the individual citizen . . .

“Another principle is a kind of basic
sense of fair play . . . equality of opportuni-
ty. equality in law enforcement, equality in
the tax burden and other responsibilities of
citizenship.

“That's the point which State Senator
LEE MoSIER and the little band of liberal
legislators who have joined him in oppos-
ing the Taconite Amendment seem to miss,

“Senator Mosier says he opposes the
amendment because it would ‘put the Con-
stitution to sleep for 25 years.’

“In fact, it would simply re-state a basic
governmental principle inherent in the
American system which has been ignored
for years in Minnesota . . . the principle
outlined above which provides that all citi-
zens (corporate or otherwise) shall be
treated equitably under the law.

“For years Minnesota loaded its steel
companies with special tax after tax. . .

The editorial then discusses the taxing
policies and the process which led to the
Taconite Amendment. The editorial con-
cludes:

“But now Senator Mosier and his five
associates are going about huffing about
constitutional guarantees.

“They are wrong. Economically, moral-
ly and constitutionally, the Taconite
Amendment merits approval. Here Minne-
sota has a chance to reaffirm a basic prin-
ciple of democracy.”

Saint Paul Area Chamber of Commerce aClION

G6th at Saint Peter Streets, Saint Paul, Minnesota

55102
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The members of the United
Steelworkers of America on the
Iron Ranges of Minnesota want
to be tax-payers and not relief
recipients. Passage of the Tac-
onite Amendment No. 1 will give
these men jobs and at the same
time save you the burden of
costly relief through increased
taxes. YOUR “YES” VOTE IS
NEEDED TO INSURE PAS-
SAGE OF THE TACONITE
AMENDMENT NO. 1.

Additional Copies
Can Be Obtained

From

STEELWORKERS COMMITTEE
FOR TACONITE AMENDMENT

EARL T. BESTER, Chairman
609 Providence Bldg.
DULUTH, MINNESOTA

ot 43

PRINTED IN U.S, A,

AMENDMENT

Vote YES in '64!

Issued by

STEELWORKERS COMMITTEE
FOR TACONITE AMENDMENT

EARL T. BESTER, Chairman
609 Providence Bldg. Duluth, Minn.




The proposed Taconite Amendment No.
1 assures the Industry of equitable tax treat-
ment for a period of 25 years.

The first Taconite plants were developed
and built in Minnesota and up to 1953, three
such plants were built. Since that time in-
vestors have refused to put more money in
Taconite plants in this state. They have gone
outside the state and constructed 17 Tac-
onite plants. The Taconite Amendment No.
1 is needed now to induce the investors to
once again invest in plants in Minnesota.

Most manufacturing plants can move
elsewhere if treated unfavorably tax-wise,
however, Taconite Plants are custom built
in solid rock and cannot be moved. The
costly Taconite Plants must operate a mini-
mum of 25 years on the site where they are
built.

No. Under the Amendment, taxes could
even be increased, if the rate of corporate
income taxes exceeds the present occupation
tax rate.

No. On the contrary, taxes should re-
main the same or even be less under the new
law. A new tax base will be created to re-
place closed mines and surrendered leases
by the erection of the new expensive pellet
plants. More important, unemployed miners
will be taken off the relief rolls and be re-
turned to jobs and in turn pay taxes them-
selves. New industries and jobs will be creat-
ed to supply the needs of the new Taconite
pellet plants.

Since 1953 more than 27 mines with
large reserves of ore have closed because

there is no market for their type of ore.
Thirty-eight major leases originally costing
millions of dollars have been taken off the
tax rolls. There is no market for their ore.
Most important is the fact that 5000 Minne-
sotans have lost their jobs in the mine clos-
ings and without the passage of the Amend-
ment there is little likelihood that they will
ever return to mining jobs.

The United Steelworkers of America is
for the Taconite Amendment now because
the proposed law has overcome its objec-
tions and are now in accord with the Union’s
original goals. The law will expire in 25
years where before there was no termination.
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Commitments to build plants were lacking
in 1961 and now more than 500 million dol-
lars worth of plants employing thousands of
workers have been pledged once the amend-
ment is passed. The previous proposed laws
would have frozen Taconite Taxes. Not so
under the proposed Taconite Amendment
No. 1.

No. The law is very specific in defining
Taconite and Semi-Taconite. All other ores
can be taxed under the present system.

No. Production taxes now imposed may
be increased at any time by the Legislature.

Taconite Plants producing 17.5 million
tons of pellets employing 5000 people have a
payroll in excess of $40 million annually. In
addition, another $30 to $40 millions are
spent in buying materials and services for
the operation of the plants.

All of Minnesota would benefit, but
Northern Minnesota more so. More year-
around jobs would be created. An improved

4

economy in Northern Minnesota would put
this area in a better position to shoulder its
own burdens without seeking help elsewhere.

™

The quantity of pellets needed to supply
the steel industry is limited. Pellet plants
now on the drawing boards will be sufficient
to supply industry needs for the next 50
years. Minnesota must act now if it is to get
its share and remain America’s number one
source of iron ore. Taconite and high grade
iron ores are rapidly replacing Minnesota
ores. In 1953 the Lake Superior region sup-
plied 80 per cent of all iron ore used in the
United States and Minnesota furnished
4/5ths of this amount. The iron ore industry
is expanding at a rapid rate elsewhere.
Through 1963 Minnesota pellet production
capacity expanded by 3 million tons while
outside the state, expansion exceeded 22 mil-
lion tons. The Oliver Iron Mining Co., the
Ford Co. and the Hanna Mining Co. have
plans for new Taconite or Semi-Taconite
plants on the drawing boards at the present
time with construction to start once the
Amendment is passed.
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In addition to the United Steelworkers
of America all segments of Minnesota Labor
are united behind the proposal. Both major
political parties are in full support of the
Taconite Amendment. Most business, civic,
farm, and community groups are giving all-
out support to the proposal. Senators Hum-
phrey and McCarthy, all of the Minnesota
Congressmen, Governor Rolvaag and former
Governor Elmer Andersen and most other
state officials are in favor of the Taconite
Amendment,

Leaving the ballot blank is the same as
voting “No.” For a constitutional amend-
ment to pass it must receive a majority of all
people voting in the general election, So, if
you go to the polls and vote but don’t vote
on an amendment, you are voting “No” even
if you don’t want to.

Talk to your friends; cooperate \\'it‘h
groups backing the Amendment; see t:: it
that voters are encouraged to vote “Yes” on
Amendment No. 1. If voting machines are
used, amendments are harder to find than if
ballots are used, but tell your friends to find
the Amendment even if it takes a few seconds

to do so.

The Taconite Amendment means jobs!

It means prosperity for Minnesotans!

Vote “Yes” for Taconite Amendment




have no hesitancy about adopting an amend-
ment which permits the constitution to serve
the public interest of Minnesota now and in
the future.

Public Must Be Informed

Decision on the future of the taconite in-
dustry in Minnesota rests with the people of the
state. In the opinion of the Citizens Committee
there is every good reason for citizens to vote
“Yes” on the taconite amendment at the elec-
tion on November 3rd. There are no good rea-
sons to vote in the contrary.

The interests of education at all levels in
Minnesota will be well served through passage
of the taconite amendment and the expansion
of the taconite industry which it will encourage.
The difficulties of adequately meeting the fi-
nancial requirements of Minnesota’s education-
al system at all levels would be compounded in
the event that the amendment should fail. The
only reason that it might not pass is because
many voters will not take the time to become
informed on the question, and failure to vote
on the amendment counts as a “no” vote.

Teachers, school officials, taxpayers and
other citizens concerned with the future of edu-
cation in Minnesota can be of great help in
assuring that the public understands the vital
importance of the taconite amendment to the
whole state. The Citizens Committee For the
Taconite Amendment looks to such people for
much of the public information work which will
be necessary to passage of the amendment. Lit-
erature or more complete information on the
amendment may be obtained by writing to the
committee, 735 Soo Line Building, Minneapolis.

TACONITE
EXPANSION
WILL

HELP
EDUCATION
IN
MINNESOTA

Prepared and Paid For by the
Taconite Development Committee of
The Duluth Industrial Bureau for the

CITIZENS COMMITTEE
FOR THE TACONITE AMENDMENT

735 Soo Line Building, Minneapolis
Dr. Charles W. Mayo, Chairman




Statement by State Treasurer Val Bjornson
On Taconite Amendment No. 1, April 1, 1964

Greatly expanded support for education is just one
of several gains which will come through :ldopti(m ot
the taconite amendment. Trust fund lands belonging
to the Permanent School Fund and the Permanent
University Fund involye enormous quantities of tacon-
ite and semi-taconite, As a guarantee of tax cqlmlitv
helps develop \[mnuntds taconite industry to some-
thing nearer its potential, these funds will grow. In
hu,t accurate estimates from the state’s Dlwsmn of
Lands and Minerals show that taconite contained in
trust fund lands could increase the Permanent School
Fund by $135,000,000 in the next one hundred years;
while in the same span of time the University fund
could grow by $96,000,000, bringing it to about three
times its present size.

We earn nearly eight million dollars a year in in-
terest on our Permanent School Fund now and that
contributes about $11.50 per pupil toward state school
aids, We'd more than double those earnings for grade
and high school support through this projected increase
in taconite processing, and earnings tor the Urliv(’rsity
would go up correspondingly. Those interested in ex-
panding support for education without raising and
spending more tax dollars ought certainly to be en-
thusiastic backers of the taconite amendment up for
a vote this fall.

This resolution, presented by the Duluth School
Board, was overwhelmingly supported by the Min-
nesota School Boards Association in convention as-
sembled on Jan. 15, 1964.

WHEREAS, the installation of taconite plants in the
State of Minnesota has been a tremendous factor in
boosting the economy of the State of Minnesota;
and

WHEREAS, the Minnesota Legislature has enacted
legislation for submitting to the public at the next
general election of the State of Minnesota a Con-
stitutional amendment granting tax equalization to
the taconite industry; and

WHEREAS, the Minnesota School Boards Association
does recognize that the purpose of the proposed
Constitutional amendment is to encourage the ex-
pansion of the taconite industry to fullher enhance
the economy of the State of Minnesota,

THEREFORE, BE IT RESOLVED that the Minnesota
School Boards Association support and encourage
the passage of the taconite amendment to the Con-
stitution, of the State of Minnesota at the fall gen-
eral election of 1964,

Taconite Expansion Will Help
Finance Education in Minnesota

Citizens concerned with financing of educa-
tion in Minnesota have a vital interest in pass-
age of the taconite amendment to the state con-
stitution at the general election on November
3rd.

The amendment is designed to encourage
expansion of the taconite mdustn in Minnesota.
Most of the increased taxes generated by such
expansion will go directly and indirectly to edu-
cation. In addition, an enlarged taconite indus-
try will utilize more taconite on state lands, the
royalties from which will add tremendously to
the permanent trust funds whose earnings go to
education.

Recognition of the importance of the tac-
onite amendment to education is evidenced by
endorsement of the amendment by several edu-
cational organizations including the Minnesota
School Boards Association and the Minnesota
Education Association.

Taxation of the taconite industry and the
distribution of funds received from taconite
taxes are too complicated to describe in detail
here. However, after a very brief description of
taconite developments in Minnesota, a sum-
mary will be given of the present and possible
future taxes from taconite.

A Big, New Industry

The taconite industry is one of Minnesota’s
newest and largest industries. It transforms
large quantities of low-grade iron bearing rock
called taconite into lug,h grade iron ore pellets




which are shipped to the steel mills of the Great
Lakes region to be converted into iron and then
into iron and steel products. The processes for
successfully making desirable iron ore pellets
out of taconite rock were developed during
several decades of intensive research and pilot
plant operations.

In the mid-1950’s two large and one smaller
commercial taconite plants were built in Min-
nesota. They have a combined capacity to pro-
duce 17% million tons of taconite pellets per
year. More than 5,000 men are steadily em-
ployed in these taconite operations, which have
required initial investments in excess of 600
million dollars.

Local Taxes Largely for Schools

Taconite operations are taxed for the bene-
fit of the state as a whole and also for the sup-
port of local government in the areas in which
the taconite mines, plants, railroads and docks
are located.

Taxes for support of local units of govern-
ment come through several special taxes on the
taconite industry. Local taxes paid by the tac-
onite industry for 1962 amounted to nearly four
million dollars. About two-thirds of this total
went to school districts in which taconite facili-
ties are located.

State Taxes are Substantial

State tax revenue from the taconite industry
is obtained principally through two special tax-
es referred to as the “ acmutc occupation tax”
and the “taconite royalty tax.” These are in lieu
of the state corporation income taxes paid by
all other manufacturing corporations in Min-
nesota. These state taxes on taconite operations
are somewhat higher but generally comparable
to the taxes which might be paid if taconite

operations were taxed under the state corpor-
ation income tax.

The taconite occupation tax payments for
1962 amounted to over $1,100,000, while tacon-
ite royalty taxes were over $300,000. Of the
$1.400,000 total, about $440.000 went to the
fund from which state aids to school districts
are paid, about $110,000 went to the University
of Minnesota, about $575,000 went to the gen-
eral revenue fund of the state, and about $275.-
000 went to local units of government, includ-
ing about $135,000 to local school districts.

In addition to the direct taxes on the tacon-
ite industry, the state and local units of govern-
ment receive large amounts of indirect taxes.
Employees of taconite projects pay local prop-
erty taxes and state income taxes as well as
other general state taxes. For every person di-
rectly employed by the taconite industry, about
two other people are employed in supplying
services and products to the taconite companies

and to the families of those employed in the
taconite industry. State income taxes paid by
those employed directly and indirectly by the
taconite industry are conservatively estimated
at not less than $1,500,000, all of which go to
the fund from which state aids to schools are
paid.

The total of all direct and indirect taxes gen-
erated for state purposes by the taconite indus-
try in Minnesota for 1962 was about five mil-
lion dollars. Most of this goes to elementary,
secondary and higher education.

Good Prospects for Growth

Present tax revenues for education derived
from the taconite industry are substantial. And
the prospects for future growth of the taconite
industry are encouraging.

Professor E. P. Pfleider and his associates at
the School of Mines of the University of Min-




nesota have reviewed the projected future de-
mands of the steel industry in the United States
and throughout the world. They have studied
the present and potential sources of iron ore in
Minnesota and in other areas which compete
with Minnesota for iron ore markets and invest-
ments. Based on the assumption that the tacon-
ite amendment is passed at the general election
in November and that no unexpected obstacles
are placed in the way of taconite developments
in Minnesota, Professor Pfleider estimates that
production of taconite pellets might well triple
within the next 25 years. State tax revenues
from taconite operations would probably at
least keep pace with the growth of the indus-
try.

Expansion of the taconite industry is doubly
important to the iron ranges of Minnesota and
to the whole state because of the decline in con-
ventional iron mining. This decline is caused
by depletion of natural iron ores upon which
Minnesota’s dominance of the nation’s iron ore
markets was formerly based, and to the compe-
tition of higher grade ores from other areas in
the United States, Canada and other countries.
At the end of 1962, less than 400 million tons
of natural iron ores remained compared to 2,500
million tons of these ores shipped during the
last 80 years. Less than 15% of the once avail-
able supplies of natural ores remain, and it is
questionable whether some of these can meet
the competition from other areas. At best, the
remaining natural ores will help to hold a part
of the iron ore market for Minnesota while tac-
onite and semi-taconite plants are expanded
which will keep Minnesota as a substantial sup-
plier of high grade iron ore.

Unemployment Costs Are Heavy

The decline in conventional iron mining has
led to sharp reductions in employment. Unem-
ployment and sharply reduced earnings have
created social problems which require heavy

unemployment compensation payments and
special relief expenditures by state and local
governments of between five and ten million
dollars a year. Construction and operation of
new taconite plants will help to alleviate the
unemployment problem in the iron range areas
and thus allow these funds to be used for other
purposes including education.

Without further taconite developments, the
problems of Northeastern Minnesota will be-
come more desperate, and requirements for as-
sistance from the state will increase. With more
than 200,000 people directly and indirectly de-
pendent upon iron mining, and an average un-
employment of more than 10,000 people in the
mining counties, the magnitude of the problem
can not be overlooked.

Will Help Offset Tax Losses

Decline of conventional iron mining is also
reducing the tax income to the state from that
source. Because taconite processing is primarily
a competitive manufacturing industry instead
of a mining enterprise, theories under which
conventional iron mining was taxed at high
levels can not be applied to taxation of the tac-
onite industry. This has been recognized in the
existing state policies for taxation of taconite.
With declining revenues from conventional min-
ing, it is important to encourage expansion of
taconite processing to help offset the losses in
taxes on conventional mining.

Royalties Increase Trust Funds

Education will also benefit very substantial-
ly in the long run through the utilization of tac-
onite on state trust fund lands. The Division of
Lands and Minerals of the Minnesota Conserva-
tion Department has estimated that the royal-
ties going to the permanent school fund could
increase that fund by 135 million dollars during
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the next hundred years, while the permanent

University fund could grow by 96 million dol-
lars. These are considered to be conservative
estimates.

Earnings from investment of these funds
could yield the schools of Minnesota and the
University an additional income to between five
and ten million dollars a vear. This would be
in addition to the more than nine million dollars
a year now earned by that part of the perma-
nent trust funds which originated with royalties
on state owned natural iron ores and with half
of occupation taxes on conventional iron min-
ing which was allocated to the trust funds be-
tween 1922 and 1956.

Plan Three New Plants Now

Three companies are now planning to build
new taconite facilities in Minnesota, assuming
that the taconite amendment is approved by

the voters at the general election of November

3rd. It is vitally important that these plants be -

built now in order to help maintain employ-
ment, tax revenues and other important benefits
to Minnesotans.

If these plants are not constructed here now,
they may well be built in other states and
countries which are competing with Minnesota
for investments in taconite facilities. If this
planned expansion is not undertaken now,
others who would consider building future
plants here might well decide to hold up future
planning for Minnesota.

Taconite for Over 300 Years

The School of Mines at the University of
Minnesota and the Division of Lands and
Minerals of the Minnesota Conservation De-
partment have independently estimated the
amounts of taconite and semi-taconite on the

Mesabi range. Both agree that there are suf-
ficient reserves to produce at least 15 billion
tons of taconite concentrates. If the capacity of
taconite plants in Minnesota were tripled as
projected by Professor Pfleider, there would be
enough taconite to last for 300 years. And there
are tremendous quantities of deeper lying tac-
onite which would undoubtedly be used when
needed.

The basic concerns for Minnesotans are:
How much will the taconite industry expand in
Minnesota and when will new taconite plants
be built here? The purpose of the taconite
amendment is to encourage the expansion of
taconite plants HERE AND NOW, when they
can benefit both present and future generations
of Minnesotans.

Huge Investments Require Fair Taxes

If the taconite industry is to expand as
projected by Professor Pfleider, new invest-
ments of more than a billion dollars would be
required during the next 25 years. In order to
borrow such large sums for long-term invest-
ment, steel companies have asked for assurances
that taxation by the state will continue to be
on a fair basis similar in amount to the taxes
which would apply to other manufacturing in
Minnesota. The only real assurance that can be
given is through adoption of an amendment to
the state constitution by vote of the people.

When a taconite amendment was first con-
sidered by the 1961 session of the legislature a
number of questions were raised. These were
resolved during the 1963 legislative session.
The legislature enacted by almost unanimous
vote a statute declaring policy toward state tax-
ation of taconite and semi-taconite operations.
In simple language, this statute provides that
state taxation of the taconite industry shall not
exceed the GREATER of taxes computed (a)
under existing laws applying to taconite, or (b)




under present or future state tax laws applying
to manutacturing corporations. This does not
apply to taconite taxes for local purposes, nor
does it freeze state taxation of the taconite
industry.

In order to assure that this policy would
continue for at least a reasonable period of time.
the legislature developed the proposed tacon-
ite amendment to the Minnesota constitution
which would prevent change in the statute for
a period of 25 years after adoption of the
amendment. The proposed taconite amendment
was passed by a vote of 121 to 4 in the House
of Representatives and 56 to 9 in the Senate.
Few pieces of complicated general legislation
receive such nearly unanimous support in the
legislature.

Unique Support for Amendment

The taconite amendment has also received
unique support from leading citizens and or-
ganizations. Following is a list of statewide or-
ganizations which were among the first to en-
dorse the amendment: Minnesota D. F. L.
Party, Minnesota Republican Party, Minnesota
AFL-CIO, Minnesota Arrowhead Association.
Minnesota Bankers Association, Minnesota Bar
Association, Minnesota Broadcasters Associ-
ation, Minnesota Education Association. Minne-
sota Farm Bureau Federation, Minnesota Fed-
eration of Women’s Clubs, Minnesota Grange.
Minnesota Hotel and Motel Associations. Min-
nesota Independent Insurance Agents, Minne-
sota League of Municipalities, Minnesota
League of Women Voters, Minnesota Newspa-
per Association, Minnesota School Boards As-
sociation, and United Steelworkers of America.
District 33

In order to assure that the amendment re-
ceives the public support and understanding
which it merits, the Citizens Committee For the
Taconite Amendment was organized early in
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1964. Dr. Charles Mayo, chairman of the board
of regents of the University of Minnesota, was
appointed by Governor Karl Rolvaag to form
the citizens committee on a bi-partisan basis.
Vice-chairmen of the committee are Earl T.
Bester of the United Steelworkers of America,
and Mrs. Scott Schoen, immediate past presi-
dent of the Minnesota Federation of Women'’s
Clubs.

Members of the executive committee are
former governor Elmer L. Andersen, state treas-
urer Val Bjornson, congressman John A. Blat-
nik, D. F. L. state chairman George A. Farr,
Republican state chairman Robert A. Forsythe,
AFL-CIO executive vice president Robert Hess,
lieutenant governor A. M. Keith, attorney gen-
eral Walter F. Mondale, congressman Ancher
Nelsen, and Stanley J. Wenberg, vice president
of the University of Minnesota.

Scores of public spirited citizens of Minne-
sota are serving on subcommittees appointed by
the Citizens Committee For the Taconite
Amendment. Hundreds of others are working
for the taconite amendment through local com-
mittees and as individuals.

Opposition Comparatively Small

Comparatively little opposition has been ex-
pressed to the present taconite amendment.
Most of this has been based on the question of
whether matters affecting taxation should be
included in the constitution. The answer is that
such matters are already in the constitution and
the article of the constitution relating to state
finances has been amended 23 times.

When the Minnesota constitution was writ-
ten over 100 years ago or when the occupation
tax amendment on iron mining was adopted
42 years ago, the nature and problems of the
Minnesota taconite industry could not have
been imagined, The people of Minnesota should

1




Vote YES
On Taconite Amendment 71
NOVEMBER 3

Because Amendment #1 will ereate thousands of new jobs
in the distressed area of northeastern Minnesota, stabilize
employment there, boost the economy of the whole state,
assist education and help reduce welfare and unemployment
compensation costs.

WHAT DOES THE AMENDMENT DO?

It 13 not a tax cut, or a tax freeze, or a tax break, nor does
it involve local taxes. It simply assures for a period of 25
years that the taconite industry will not be singled out for
tax increases— that their State taxes can be raised only
when income taxes on other industry in the state reach a
higher level than the taxes on taconite.

Processing of taconite requires huge plants that are costly
to build. Minnesota presently has only two of these plants;
we need many more. A taconite plant producing 7.5 million
tons of pellets per year, for example, employs more than
2,200 workers and has a payroll in excess of $18 million an-
nually. In addition another $25 million are spent to buy
materials and services for operation of the plant.

But in recent years most taconite plants have been built
in places outside of Minnesota. If this Amendment is passed,
specific commitments have been made which will provide
for the prompt construction of 3 new taconite plants at a
cost of more than $400 million. These commitments have
been made by U.S. Steel Corp., Hanna Mining Co., the Ford
Motor Company and Oglebay Norton Company, who are
jointly building a plant near Eveleth.

THE NEED IS GREAT . . .

Northeastern Minnesota is a distressed area. Relief and
welfare loads are already overwhelming and they will get
worse unless we help create jobs . . . widespread unemploy-
ment places an added burden on every taxpayer in the state!
Unless the Amendment passes, it will be difficult to meet the
growing cost of educating Minnesota children! The economy
of the entire state will suffer.

AMENDMENT #1 HAS WIDE SUPPORT . ..

It has the backing of both the Republican and DFL politi-
cal parties. Governor Karl Rolvaag is for it, and so is former
Governor Elmer L. Andersen. Leading citizens throughout
the state endorse Amendment #1. So do scores of organiza-
tions representing a wide range of occupations, educational,
professional, labor and civic activities. The Minnesota State
Bar Association and the League of Women Voters of Minne-
sota have endorsed it.

YOUR VOTE IS NEEDED . . .

Endorsements are important, but it is YOUR VOTE that
is vital. The passage of any amendment requires a majority
of all votes cast in the election. Therefore if you fail to vote
for the Amendment it’s the same as voting against it. Give
the Taconite Amendment #1 YOUR personal endorsement on
November 3 by voting YES.

The Taconite Amendment #1 Means Jobs
and Prosperity for Minnesotans!
It's RIGHT to Vote YES for Taconite!

Citizens’ Committee for the Taconite Amendment #1
785 Soo Line Building
Minneapolis, Minnesota 55402




WHAT THEY SAY ABOUT TACONITE

KARL ROLVAAG
Governor
State of Minnesota

As Governor, | am genuinely inter-
ested in the sconomic future of this
state. The Taconite Amendment is
important for N.E. Minnesota. | urge
its passage.

H we in Minnesota are to benefit in
terms of jobs ar\u ingame fram cur
Ereat of taconite,
we must ratify nmenumenl #1 at the
polls next November,

The primary reason that every Min.
nesotan should be for the Taconite
Amendment is that it promises to
create thousands of jobs.

B08 HESS
Executive Vic &S“ré'}.dcnt
Minnesota AFL-CIO

The Tacomite Amendment oMers a
foréseeables immediate solution to
some of the problems of N.E. Min-
nésota. | intend to wote for the
Tacomte Amendment.

| urge all Minnesctans to carefully
study the provisions of the Taconite
Amendment and 1o wvole for its
adeption on Movember 3rd,

MER L. ANDERSE
mer Governo:
State of Minnesola

To encourage investment that will
bring jobs and payrolis, we need the
Taconde Amendment. (L will benefit
il of Minnesota,

ol

CLARENCE »
President
Minn. Farm 8 u Federation

a tarmers are i rested
the growth of the overall ecunnm;
of our stale. The Taconite Amend-
ment will slimulate econamic grawth
in Minnesota.

EARL T, BESTER
United Steel Workers
of America

Minnesolans have & privilege and a
responsibility — a chance to vote for
the Taconite Amendmeant which can
put N.E. Minnesota on the road to
BCONGMIC recovery.




DOES MINNESOTA NEED
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CITIZENS’ COMMITTEE
for the
TACONITE AMENDMENT +#£ 1

735 SOO LINE BUILDING
MINNEAPOLIS, MINNESOTA 55402

THESE ATTRACTIVE TACONITE STAMPS HAVE
BEEN DESIGNED FOR TWO REASONS:

'I To Help spread the word about the importance
e of the Taconite Amendment # 1 which will

provide jobs, help our economy, assist educa-
tion, allow full utilization of our natural re-
sources,

To Help defray the costs of informing voters
about the importance of the Taconite Amend-
ment # 1 at the Nov. 3 election.

WON'T YOU P

Send a check for $1.00 foday to pay for these

stamps (or return stamps to us). Mail checks payable
to: Citizens’ Commitiee for the Taconite Amend-
ment # 1. :

Order additional supplies and USE them on all your correspond-
O ence until election day.

Vote YES on the Taconite Amendment # 1 on November 3.
It‘s important to YOU,

DX] YES TACONITE AMENDMENT =1




TACONITE
AMENDMENT

The Other Side




I. The Amendment Violates Constitutional Principles

(a) Most proponents of the amendment concede it is un-
wise to bind the future by writing tax law into the constitution.
Our constitution warns, “The power of taxation shall never
be surrendered, suspended or contracted away.” Article IX,
Sec. 1.

(b) We cannot guess the cost of the amendment in future
tax revenues, for the future is unknown, but it will prohibit
taxes for the next 25 years which in the past 25 years raised
about two hundred fifty million dollars for Minnesota.

(c) Minnesotans should allow the coming generation to
determine its own taxes.

(d) It would amend the Constitution by reference to a
law—Chapter 81, Laws of 1963. This means that no voter
can intelligently vote upon this amendment without a study
of this law. Chapter 81 is written in such technical and con-
fusing language as to defy interpretation by even the most
interested citizen.

(e) The opening clause of the amendment reads “NOT-
WITHSTANDING ANY OTHER PROVISIONS OF THIS
CONSTITUTION . . ." This clause has the effect of nullifying
two other sections of our Constitution without giving the
voters an opportunity to vote on those amended sections
separately, as Article XIV of the Constitution requires.

(f) The provision for 25 year period in which Chapter 81
could not be repealed or amended violates Article I, Section
I, in the Bill of Rights of our Minnesota Constitution, which
states, “Government is instituted for the security, benefit
and protection of the people, in whom all political power is
inherent, together with the right to alter, modify or reform
such government, whenever the public good may require it.”
In the case of taconite taxes, “whenever” would lose its mean-
ing as a protection for the people.

(g) The amendment’s proposed limitations upon the taxing

power of the State Legislature, the people’s elected represent-
atives, run counter to the language of Article IX, Section 1,
which says that “The power of taxation shall never be sur-
rendered, suspended or contracted away.” This sovereign
power of the people would be given away, to the taconite
industry, for 25 years.

Il. Natural economic factors, not political concessions,
will bring U. S. Steel and other companies to
Minnesota

State taxes are such a small part of the taconite cost picture
(7 to 8¢ per ton) when compared with items such as trans-
portation costs (about $6.56 per ton), that the tax factor
cannot outweigh the standard economic factors controlling
location of taconite facilities.

Minnesota’s reserves of taconite ore are the only body of
such material in the United States large enough to justify the
building of major taconite plants.

Proof of this is seen in the Erie Mining Co. and Reserve
Mining Co. operations. Reserve just recently invested $120,-
000,000 dollars in addition to its original $190,000,000 in-
vestment without concern for Constitutional guarantees. Erie
and Reserve are far larger than any other taconite plants in
the United States. Natural economic factors also compelled
construction of the Ford-Ogleby Norton plant, with or with-
out the proposed political concessions.

‘United States Steel has announced plans to build a taconite
plant in Minnesota, but says it wants this political concession
adopted before it goes ahead.

The evidence is strong that the amendment—passed or
defeated—will not affect that decision. The evidence includes
the following facts:




(a) The amendment does not change current taxes or any
other item on a current cost analysis.

(b) Minnesota, according to the company itself, will be
chosen on the basis of current factors for United States Steel
Taconite development.

(c) The constitutional concessions proposed for Minnesota
do not exist anywhere in the world.

(d) United States Steel controls estimated taconite reserves
in Minnesota of 12 billion tons. This obviously can only be
mined in Minnesota.

(e) United States Steel owns the DM & IR Railroad ready
to serve its plant.

(f) United States Steel owns ore docks to handle its pro-
duction.

(g) United States Steel for a decade has been running
pilot studies on its taconite reserves in Minnesota.

(h) United States Steel has acquired the site for its Minne-
sota plant, making land exchanges with the State of Minne-
sota.

(i) United States Steel has acquired water rights necessary
to its plant.

(j) United States Steel has designed and drawn the plans
for its Minnesota Taconite Plant.

lll. The taconite amendment would give an inequitable
political concession to the mining industry.

Under the amendment the mining industry could be taxed
lower than other industry, but not higher. This is inequity.
Under the amendment the legislature would be free to recog-
nize most differences among taxpayers, but could not recog-
nize that only the mining industry takes a natural resource
out of the state. For 43 years Minnesota, along with many

other states, has recognized this as a valid difference and
levied taxes accordingly. To now prohibit “natural heritage
taxes” for 25 years is special advantage to the mining industry.

This special advantage is a political concession—a sur-
render of a portion of the sovereignty of the State of Minne-
sota. It is not a tax concession, for the amendment would not
affect current taxes, and the industry admits it has no com-
plaint about present taconite taxes. The favored position of
the taconite industry under present state law is clear from
the following:

(a) Taconite companies pay no State Corporate Income
Taxes.

(b) Taconite companies pay no Real Estate Taxes on their
buildings and grounds.

(c) Taconite companies pay no Personal Property Taxes
on their huge investments in plant equipment.

(d) Electric power plants producing power for taconite
operations are exempt from Personal Property Taxes.

(e) The Occupation and Royalty Taxes on taconite are
fixed at a rate of 12% while natural ores are taxed at
14.25%.

(f) Labor credits up to 75% of the tax allowed as a
deduction against both Occupation and Royalty Taxes,
making the effective rate of taxation only 3.75% .

(g) State-owned taconite lands have been leased for periods
up to 75 years and at rates ranging from 11¢ to 16¢ per ton.
Private leases are now receiving royalties up to $1.00 per
ton, due to escalator clauses not in the state leases.

(h) Extensive water rights have been granted by the State
to aid the taconite industry.

(i) Taxes on unworked taconite lands are limited by law
to $1.00 per acre.

(j) In lieu of real estate and personal property taxes, the
law provides for a tax of S¢ per ton of taconite concentrates




produced. 94% of this modest tax is for local government
and schools; about one-third of a cent per ton goes to the state.
(k) The 1963 Legislature, in passing Chapter 81, laid
down the policy that all taconite taxes, except the in lieu
taxes for local support, would not be raised above the rates
in effect on July 1, 1963.
(I) They enjoy the power of eminent domain.

IV. How would a tax freeze on taconite affect other
taxes on the Iron Range and taxpayers throughout
the state?

Since taxes probably will continue to rise due to increased
population, demands for public services and advancing price
levels, all taxpayers in Minnesota except the taconite industry
can expect to pay taxes at a higher rate.

To the extent that taxes rise, other business’s and in-
dividuals will have to bear the added burden of taxation from
which the taconite industry will be exempted by the taconite
amendment.

School taxes will be affected most importantly by a freeze
on taconite taxes. At present, school support comes mainly
from local ad valorem taxes—taxes on real estate and per-
sonal property—and from state aids paid mainly from state
income tax collections.

On the Iron Ranges, nearly a score of school districts
receive the bulk of their ad valorem taxes from the taxable
value of unmined iron ore. Already the tax base of these
districts has shrunk due to ore shipments and adverse rulings
and lowered assessments by the State Commissioner of
Taxation. The result has been greatly increased taxes on
homes and business property and increased payments of
state school aid money.

The turn to taconite has already brought about the termina-
tion of leases on ore properties, setting the stage for tax
delinquency and forfeiture for non-payment of taxes in the
near future. Abandonment of ore properties signals the
eventual loss of all but a few mines from the tax base.

Since most of the Iron Range communities will not have a
taconite plant to generate in lieu taxes, they will have to rely
on state school aids to an ever greater degree to operate their
schools. Because the state income tax provides most of these
funds, the areas of the state which now pay the greatest share
of the state income tax, especially the Metropolitan Area, will
be taxed to supply the money needed to support the schools
on the Iron Range. The steel industry will no longer be
liable for taxes on abandoned ore properties and leases and
increased state taxes on taconite will be outlawed by terms
of the taconite amendment.

There are at least four objections to this amendment:

It is inequitable. It permits a special interest a tax
advantage above all other taxpayers in the state.
The tax advantage gives away a great and irreplace-
able natural resource tax free!

It violates common sense principles of constitutional
government.

It is unnecessary.




Prepared and issued by
CONSTITUTION PROTECTION VOLUNTEER COMMITTEE
Edward J. Gearty, Treasurer 1100 West Broadway
Minneapolis, Minnesota

“The power of taxation shall
never be surrendered, sus-
pended or contracted away.”
—MINN. CONSTIT, ART. IX, SEC. 1
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Facts Regarding the Taconite Industry

What is taconite?

Taconite is a mineral. It is a rock-like substance which among
other things contains minute particles of iron oxide. The tac-
onite rock is the mother body in which the major iron ore
deposits were found in the past. The so-called “direct shipping”
iron ores were taken from pockets where the iron oxide had
accumulated by leaching and dissolving. The iron oxide dis-
persed through the taconite rock in particles is now recoverable
also by special processses.

Is taconite a waste material?

It is a valuable mineral resource. Research has progressed to
the point that it is possible to extract a 62% iron concentrate
from the rock. This concentrate has an iron content about 10%
higher than direct shipping ores. Use of the taconite concen-
trate also makes possible substantial economies in blast furnace
operation.

Is the taconite pellet a superior product?

Yes. It is much superior to high-grade iron ore because it
can be produced at a uniform iron content of 62% which is ap-
proximately 10% higher than the high-grade ores. The value
of a ton of taconite pellets is estimated at from $14 to $20 a
ton, while the value of a ton of high-grade ore is estimated at
approximately $12 a ton.

Are taxes a hindrance to taconite development?

No. Taxes are a negligible element in taconite production.
The taconite tax rate is approximately 5 to 6¢ per ton and the
adjusted occupational tax rate is only about 7 to 8¢ additional
a ton so that the tax burden is very small and has no bearing
on production.

Dozss the taconite industry pay local and state real
estate faxes as ofther industries and individuals
including high-grade ores?

No. They do not pay any local or state real estate taxes on
the value of unmined taconite in the ground, on the land that
the plants are situated on, or on the lands containing tailing
ponds, stock piles, etc.

Does the taconite industry pay a personal property
tax as other industries and individuals including
high-grade ores?

No. They do not pay any personal property tax on their
plants or machinery, on the generating plants producing taconite
pellets or on the trucks, shovels, drills and all their equipment
used to produce taconite pellets.

What then are the taxes on the taconite industry?

1. A tax of 5¢ a ton on taconite concentrates at 62% iron
which is distributed as follows:

22% of 5¢ a ton to the village or township, or approxi-
mately 1.1¢ per ton;

22% of 5¢ a ton to the county, or approximately 1.1¢
per ton;

50% of 5¢ a ton to the school districts, or approximately
2.5¢ per ton;

6% of 5¢ a ton to the state, or approximately .3 of 1¢
per ton.

2. A tax not to exceed $1 per acre on any forty-acre tract
when 1,000 tons of concentrates are not produced (presently
no local governing body is receiving this tax),

3. An occupation and royalty tax of a maximum of 12%
on a ton of concentrates instead of the 14.25% the high-grade
ore pays (because taconite is allowed labor credits up to 75%
in the production of concentrates; the effective rate on a ton
of taconite is approximately 3.75% rather than the maximum
12% rate).

How does the tax on taconite differ from other
manufacturing industries?

The taconite industry has the advantage of a fair weather
taxation system; that is, they pay local and state taxes only
when they are in production while other industries must pay
their real and personal property taxes regardless of whether
or not they are in production.

How does this affect local subdivisions of governmeni?

This has a very adverse effect in that when the national
economy is high and taconite production is high, the Industry
pays taxes for the support of local governments, but when the

demand for steel is low and taconite production is low, the
local communities have reduced revenues to finance local eov-
ernment.

Why is taconite tax different than that of other
industries?

Taconite is a mineral resource which is depleted by mining
and shipping. Minnesota, like other states, recognizes this situ-
ation and applies a “severance tax” based on the number of
tons shipped. The tax is levied on the value of taconite less
the cost of mining or processing because the ore is gone for-
ever when it is shipped. It is reasonable that the tax should
represent a fair levy upon the resource.

Have taxes on taconite been increased since the
original 1941 taconite tax law?

No. As a matter of fact, taxes on taconite have not been
increased since 1941, as it has been on regular ores and all
other industries and individuals. In the past three sessions of
the Legislature, for example, the following taxes were adopted:

1. The occupation and royalty taxes on regular ores were
increased in 1955 by a surtax of 15%, and no taxes were placed
on the taconite industry, they were exempt from these increases.

2. In 1957, one of the high years of the occupation tax, $33
million was paid during that year by the Industry; in 1958, $16.3
million was paid and this dropped to $11.9 million in 1959 as a
result of a long labor dispute. Although the state needed more
revenue for schools, welfare programs, etc., no increase was
placed on the taconite industry and no demand was made for an
increase in the 1961 session of the Legislature.

What other tax concessions and special legislation did
the Legislature pass since 1941 to aid and encour-
age the development of the taconite industry?

1. Power plants producing power for taconite were exempt
from the personal property tax.

2. The power of eminent domain, the right to take private
property after payment, which is usually reserved for the gov-
ernment, was granted to the taconite industry.

3. I.abo_r credits, or part of the cost of labor, was allowed
as a deduction from the occupation tax. By this concession the
occupation tax for taconite can be reduced by 75% on the
cost of labor.

4. In the 1959 session of the Legislature, the same labor
credit concessions were applied to the royalty tax for the tac-
onite industry. This meant a considerable tax saving as both
Reserve and Erie leased large taconite reserves.

S. The state provided a low royalty schedule for leasing its
taconite lands, thereby permitting the Industry to acquire re-
serves at a fair price. State taconite leases have been extended
to as much as 75 years to aid the Industry in its financial pro-
grams.

6. Leases from state or exhausted mines can be modified on
taconite leases permitting the company to hold these mines for
taconite purposes,

7. The taconite industry has been granted extensive water
rights to aid its operations.

8. Taconite taxes must be deducted from city and school
levies operating under the per capita law, thereby reducing ad
valorem taxes on other ores.

Has the taconite industry grown and expanded since

the 1941 taconite tax law?

Yes. Reserve and Erie have invested approximately $600
million in the development of taconite. This past year, Reserve
announced that it is investing $120 million for further expan-
sion of the taconite industry. The present taconite production
is approximately 13.6 million tons of concentrate and it is ex-
pected with the expansion program to increase it to approxi-
mately 17.5 million tons.

Is the taconite tax a major cost in the production of
taconite?

No. The total for freight on a ton of taconite concentrate
was $6.56. Recently, the Interstate Commerce Commission
granted an 11¢ a ton increase to the railroad industry for the
shipment of taconite which is more than the occupation and
royalty tax on taconite and twice as much as the 5¢ a ton pro-
duction tax.

Tax on taconite is approximately 13¢ a ton, while, for
example, the cost of shipping a ton of taconite concentrate is
as follows:

(OVER)




1. Rail transportation from mine to Upper Great Lakes Port
is $1.47; water transportation per ton down the Great Lakes is
$2.28.

2. Rail transportation rate from Lower Port to blast fur-
naces is $2.81.

Is unemployment in the mining industry the result

of taxes?

No. Below are figures from the Department of Employment
Security which indicate that the lack of employment in the
mining industry is the result of a national recession rather than
because of taxes: (January 1, 1961)

Steel-Producing Centers
1. Erie, Hammond and East Chicago district—21,800 un-
employed, or 9.9% of the total labor force.
2. Pittsburgh, Pennsylvania district — 122,000 unemployed,
or 12.9% of the total labor force.
- Youngstown, Ohio district — 25,000 unemployed, or
12.7% of the total labor force.

Iron Ore Producing Centers of Minnesota

. Aitkin, Crow Wing and Itasca Counties—4,300 unem-
ployed, or 13.9% of the total labor force.

- St. Louis County, except Duluth—6,000 unemployed, or
11.4% of the total labor force.

. Duluth and Superior area—7,700 unemployed, or 12.2%
of the total labor force.

Are wages a problem in developing taconite indus-
tries in comparison with the wages paid in foreign
couniries producing high-grade ores?

No. The truth is that although real wages—or, in this case,
daily wage—are lower abroad than for comparable jobs in the
United States, a vastly more generous fringe benefit program
may completely wipe out this differential.

In the case of Venezuela, the daily wage is somewhat less
than half of that earned by the miner on the same job work-
ing for the same company in the United States. But then, in
Venezuela, this miner not only gets paid for the five or six
days he works each week, but he also gets full pay for the 7th
day, which he doesn’t work, each week. In addition, he gets
full pay for the 6th day, which is not worked on alternate
weeks. One of the improvements of the last contract was to
cut the work week down from 48 hours to 44 hours at no loss
of pay. This was achieved by making the 6th day of every
other week a paid holiday. So, one week the workers are on the
job six days and get paid for seven, and the other week they are
on the job five days and also get paid for seven—at the full
regular rate.

Then, too, all workers participate in a profit-sharing bonus
of sixty full days pay each year.

The Venezuelan worker, therefore, works—aside from va-
cations—twenty-six weeks at six days and twenty-six weeks at
five days, or a total of 286 days per year. The workers get paid,
however, for seven days a week—that is, 365 days a year—
plus sixty days profit-sharing bonus, or a total of 425 days
each year. In addition, every worker with one year or more of
service in Venezuelan mines of United States Steel receives
thirty days paid vacation per year. There are numerous other
forms of time paid for, but not worked: For example, if a man
should be called out for special work on a Sunday, he normally
would get all the bonuses, but he also would be given a day
off with pay the following week. Transportation time is paid
for, as a further example.

Do taconite pellets make a superior product for the
blast furnaces?

Yes. It increases the efficiency of the blast furnaces about
50%, as stated by Fred Devancy, Head Metallurgist for Pick-
and Mathers Iron Ore Company in the Skillings Mining Re-
view of November, 1960.

Is the mining industry seeking special fax concessions

in other states?

Yes. In the Michigan legislature the mining industry sought
special tax concessions in the equalization of real and per-
sonal property taxes, and, second, a tax law for underground
ores similar to the taconite tax law in the State of Minnesota.
The Michigan legislature defeated both of these bills. In the
steel-producing areas such as Pittsburgh, Pennsylvania, the steel
industry is seeking tax equalization in those areas also.

Does the mining indusiry lend itself to automation?
Yes. For example, in 1921, with 22 mines operating, 5,957,-
244 tons were shipped with 5,011 men employed; in 1957, with

47 mines operating, 16,002,905 tons were shipped with 4,039
men employed, or approximately 1,000 less men working in
the mining industry. These figures are from the Annual Report
of the Inspector of Mines, Itasca County, Minnesota.

What is the fuiure of the taconite industry:
will it grow?

Yes. Because the taconite pellet is a superior product and
increases the efficiency of the blast furnaces by 50%, this is
an incentive to move into taconite production. Based on this
efficiency and the future increases in the economies of the
smelting operations of taconite pellets, some authorities expect
that by the year 1975 the production of the taconite pellet will
increase to approximately 45 million tons. This indicates that
when the United States reaches full employment and full pro-
duction, it will be imperative that the taconite industry in-
creases its production in order to provide the needs of increased
steel for a growing nation.

Does the mining industry under the occupational
royalty taxes do as well as industries under
the corporate income tax law?

Yes. Figures reported two years ago by a study of the Gov-
ernor’s office show the following: in the year 1958, the mining
industry combined made a total profit of about three times the
average of the following Minnesota corporations: Minneapolis-
Honeywell who had a 7.8 per cent profit; General Mills had a
2.7 per cent profit; Archer-Daniels-Midland which had a 2.8
per cent profit; Minneapolis-Moline which had .33 per cent
profit; Minnesota Mining which had 11.7 per cent profit; M &
O Paper Co. that had almost 10 per cent profit; Minneapolis
Brewing Company that had 1.8 per cent profit; Pillsbury Mills
that had 1.3 per cent profit. In that same year, all other mining
companies with the exclusion of Oliver Iron Mining had a
12.68 per cent profit for the year, while Oliver enjoyed a 19.30
per cent profit.

What other tax advantages on the federal level does

the mining industry have?

First, the federal government requires the industry to pay
a corporation income tax, but also makes broad concessions
such as the 15% credit on their gross income for depletion of
resources.

Second, the federal government has granted fast tax write-
offs for construction of plants for the processing of low-grade
ores. In Minnesota alone in a 2% year period from 1950 to
1952, the federal government approved fast tax amortization
for plants in Minnesota to the extent of $326 million or about
75% of the cost of these plants.

How does the tax on the taconite industry compare
with the faxes on indusiries mining the regular
ores not covered by the taconite tax law?

They have a tremendous tax advantage because regular ores
pay an ad valorem tax (real and personal property tax) on re-
serves in the ground, equipment, plants, etc. The taconite in-
dustry pays a production tax of between 5 and 6¢ per ton of
taconite concentrates produced. To cite an example of the dif-
ferences in the tax as a result of these concessions, if the 1958
shipments of regular ores were based on the taconite produc-
tion tax, the following comparison could be made:

In 1958, shipments of regular ores amounted to 33,247,356
tons for which the Industry paid an ad valorem tax on the re-
serves in the ground, on the plants, equipment, etc., of $26,-
662,938. If this same tonnage were taxed on the same basis
as taconite, they would have paid a production tax of $1,754,-
297* or a tax savings of $24,908,064*,

How much taconite is there?

Estimates vary greatly. In all information available, the ex-
perts indicate that the State of Minnesota is the only area
where the deposits of magnetic taconite is so great that such
large commercial plants as they have in Northeastern Minne-
sota are feasible. For example, the Lake Superior district has
approximately 82% of the estimated reserves of iron ore in
the United States. This Lake Superior District includes Min-
nesota, Michigan and Wisconsin and in the Lake Superior Dis-
trict, Minnesota has seven times as much iron ore reserves as
Wisconsin and Michigan combined. Minnesota has thirty times
as much taconite as Michigan and over sixty times as much as
Wisconsin.

*This has been computed from a shipment analysis of iron ore
from the 1960 Mining Directory, Table 6. 57,765% dried Iron.

Prepared and issued by Minnesota AFL-CIO Federation of Labor, 47 West
9th Street, St. Paul 2, Minnesota. @




Passed by 1963 Legislature

Taconite and Semi-Taconite — Constitutiondl

Amendment

CHAPTER 99
H.F. NO. 1150
(Not Coded)

An Act proposing an amendment to the constitution of the State of Minnesota by adding thereto a
new article prohibiting the amendment, modificiation, or repeal for a period of 25 years of laws
of Minnesota 1963, chapter 81, relating to the taxation of taconite and semi-taconite, and facili-
ties for the mining, production and beneficiation thereof; and to taxes imposed upon or required
to be paid with respect to the mining, production or beneficiation of copper, copper-nickel, and
nickel in this state.

Be it enacted by the Legislature of the State of Minnesota:

SECTION 1. Taconite and semi-taconite: Constitutional Amendment. An amendment to the
constitution of the state of Minnesota by adding thereto a new article prohibiting the amendment,
modification, or repeal for a period of 25 years of Laws of Minnesota 1963, Chapter 81, relating to the
taxation of taconite and semi-taconite, and facilities for the mining, production and beneficiation
thereof; and also authorizing the legislature to impose limitations for a period of not more than 25
years with respect to the taxes imposed upon or required to be paid with respect to the mining, production
or beneficiation of copper, copper-nickel, and nickel, is hereby proposed to the people of the state of
Minnesota for their approval or rejection, which amendment, if adopted, shall be known as Article
XXI of the constitution of the state of Minnesota, which proposed amendment reads as follows:

ARTICLE XXI

SECTION 1. Notwithstanding any other provision of this constitution, Laws of Minnesota 1963,
Chapter 81, relating to the taxation of taconite and semi-taconite, and facilities for the mining,
production and beneficiation thereof shall not be repealed, modified or amended, nor shall any laws in
conflict therewith be valid, for a period of 25 years after the adoption of this amendment; and laws
may be enacted, fixing or limiting for a period of not more than 25 years but not extending beyond the
year 1990, the tax to be imposed upon persons or corporations engaged in 1) the mining, production or
beneficiation of copper, (2) in the mining, production or beneficiation of copper-nickel, or (3) in the
mining, production or beneficiation of nickel. Taxes imposed upon the mining or quarrying of taconite
or semi-taconite and upon the production of iron ore concentrates therefrom, which are in lieu of a
tax on real or personal property, shall not be considered to be occupation, royalty, or excise taxes within
the meaning of this amendment.

SECTION 2. This proposed amendment shall be submitted to the voters for approval or rejection
at the general election for the year 1964 in the manner provided by law. The ballots used at the
election shall have printed thereon:

“Shall the constitution of the state of Minnesota be amended by adding an article to be known
as Article XXI prohibiting the amendment, modification, or repeal for a period of 25 years of Laws of
Minnesota 1963, Chapter 81, relating to the taxation of taconite and semi-taconite and facilities for
the mining, production and beneficiation thereof; and also authorizing the legislature to impose limita-
tion for a period of not more than 25 years with respect to taxes imposed upon or required to be paid
with respect to the mining, production and beneficiation of copper, copper-nickel and nickel?

Approved March 22, 1963.
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EiMER L. ANDERSEN
1150 EUSTIS STREET
ST. PAUuL 8, MINNESOTA

December 3, 1963

Mrs. L. G, Murray

League of Women Voters of Minnesota
University of Minnesota

Minneapolis, Minnesota

Dear Mrs. Murray:

Thank you so very much for your letter of November 27,

Attached is a copy of the publication of the Bureau of Economic
Studies, Macalester College which gives a good deal of information
on the Taconite industry and the Taconite Amendment,

The publication is available without charge from the Bureau of
Economic Studies, Macalester College. If you can list this in
the reference materials it could be very helpful to your units,

I have heard high praise from one of the people who read the
publication that will be used by the League, and who also felt

you had done a most excellent job in preparing the study material
on the Taconite Amendment,

Cordially yours,

J_/ ; Iy
! e ( / ,'I {f
\ L I e O LA A b~

Elmer L. Andersen
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STATE OF MINNESOTA
DEPARTMENT OF TAXATION
CENTENNIAL OFFICE BUILDING
SAINT PAUL 1. MINNESOTA

NoveMBER 23, 1963

MrRs. L. G. MuURRAY

League oF WomEN VoTERS OF MINNESOTA
MiNNETONKA BEACH

MiNNESOTA

DeEar Mrs. MurrAY:

| HAVE REVIEWED THE PROPOSED PUBLICATION ENTITLED "Min-
NESOTA Tﬁxes EstasiLiI SHED BY SPeciAL ConsTiTUTIONAL PRO-
VISIONS,

| AM SORRY | HAVE NOT HAD AN OPPORTUNITY EARLIER TO SEND
YOU MY COMMENTS. IT 1S AN EXCELLENT ARTICLE AND A GREAT
DEAL OF WORK MUST HAVE BEEN SPENT IN THE PREPARAT]ON OF

I'Te | HAVE SEVERAL MINOR SUGGESTIONS THAT | wouLD LIKE

TO MAKE ON CERTAIN MATERIAL CONTAINED IN IT.

On PAGE 5, WHERE THE NON=STATUTORY DEDUCTIONS ARE ENUMER=-
ATED, THE LOAD(NG DEDUCTION ONLY APPLIES TO MATERIAL IN
STOCKPILE. THEREFORE, THE WORDS "FRgM STOCKPILE" MIGHT
BE INCLUDED AFTER THE WORD "LOADING.

IN ITEM h OF NON=STATUTORY DEDUCTIONS THE INSURANCE RE=-
FERRED TO IS MARINE INSURANCE AND CARGO ANALYSIS.,

In THE ATH PARAGRAPH ON PAGE 9%, IT MIGHT BE NOTED THAT
THE 1)1.25% TAX RATE APPLIES ONLY TO NATURAL ORES, rTHE
OCCUPATION TAX ON TACONITE AND SEMI=TACONITE 18 |25k,

IN THE LAST PARAGRAPH ON PAGE 3, IN ADDITION TO FEDERAL

I NCOME TAXES AND SALES DISCOUNTS THERE ARE ALSO OTHER DE=-
DUCTIONS NOT ALLOWED IN THE COMPUTATION OF OCCUPAT]|ON
TAXES WHICH ARE ALLOWED FOR INCOME TAX PURPOSES. [HESE
DEDUCTIONS INCLUDE ADMINISTRATIVE COSTS OUTSIDE ofF Min-
NESOTA, CONTRIBUTIONS, DEPLETION, AND LEGAL EXPENSES.,

ON THE TOP OF PAGE h WHERE IT IS REFERRED TO TﬂAT MIN!HG
LEASES REQUIRE THE PAYMENT OF TAXES, THE WORD USUALLY
MIGHT BE INSERTED, SINCE IN SOME [INSTANCES THEY DO NOT.

IN THE LAST PARAGRAPH OF PAGE h WHERE IT IS STATED THAT
THE OCCUPATION TAX WAS LEVIED IN ADDITION TO ALL OTHER
TAXES, IT MIGHT BE NOTED THAT THE STATUTES PROVIDE THAT




Mrs, L. G, MurrAY
Page 2
NovemBeER 23, 1963

1T 18 "in LIEU" OF INCOME TAXES.

\
\_\

\ON PAGE 5 IT |1S NOTED THAT THE RATE AND THE FORMULA FOR
“. o “DETERMINING THE VALUE OF IRON ORE ARE STATUTORY. THE

' RATE 1S STATUTORY BUT TO SOME EXTENT THE FORMULA HAS BEEN
ARRIVED AT BY ADMINISTRATIVE DECREE WHICH HAS BEEN AP=-
PROVED BY THE COURTS.,

On PAGe |10 1N THE 5RD PARAGRAPH, IT IS NOTED THAT Min=-
NESOTA iS UNIQUE IN THE LARGE AMOUNT OF FOREST LANDS IN
COUNTY OWNERSHIP AS A RESULT OF TAX FORFEITURE, [HE
ACTUAL OWNERSHIP OF THIS LAND IS IN THE STATE, IN TRUST
FOR THE TAXING DISTRICTS,

On PAGE I1)ll, A NOTE 1S CONTAINED IN PARENTHESIS THAT THE
MAJOR AIRLINES HAVE REFUSED TOo PAY THE 1960 ASSESSMENT
AND THAT THESE CASES ARE STILL PENDING IN THE COURTS.

A COMPROMISE HAS JUST RECENTLY BEEN REACHED ON THI!S, AND
STIPULATIONS FOR DISMISSAL HAVE BEEN EXECUTED AND FILED,

AGAIN, | WISH TO CONGRATULATE YOU ON AN EXCELLENT JOB;
AND | wWouLD APPRECIATE YOUR SENDING ME A COPY OF YOUR
FINAL PUBLICATION,

VERY TRULY YOURS,

Qa0 $2omed/

ARTHUR C. ROEMER
DEputy ComMMiISSIONER OF TAXATION

ACR:AEA




January 15, 1964

Proposed Amendments to the Minnesota Constitution, 1964

Complimentary copies sent to: (Experts)

Perry Voldness , Esther Tomljanovich - Allen Sulerud - Gerald Ascher -~ James McComb
Arthur Roemer - Ed Schmid (Reserve Mining Company) - Rep. E. J. Chilgren - Demn Grambsch

Dr. Short - Dr. E. P. Pfleider - Sen. Cordon Rosemmeir - Sen. Henry McKnight

League Committee:
Sis Fenton, Louise Kuderling, Dorothy Anderson, Rhea Wright, Hazel Shimmin,
Muriel Grunditz, Joamne Vail, Luella Newstrom, Mrs. Leon Barta, Mrs. H. P. Bodley,

Mrs. Allen Thorngren, Mrs. Roger Montgomery, Mrs. John Slothower, Mrs. Wm. Jones

Other co

Val Bjornson, Elmer L. Andersen, Citizens Committee for Taconite




COMMITTEE ON JUDICIARY
GORDON ROSENMEIER, CHAIRMAN

State of Nlimesota
SENATE

5 November 1963

Mrs. L. G. Murray
Box 82
Minnetonka Beach, Minnesota

My dear Mrs. Murray:

Your letter to Senator Rosenmeier of
October 28 is on his desk with the material you
enclosed with it. I know he would like to send you
comments but he has been away from the office almost
constantly for the past week and I doubt that he will
have a chance to attend to it before Thursday
as you requested.

I am taking this upon myself to
write because I know that he would not want your
request to go unacknowledged.

Yours truly,

ri_ £

“Secretary
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In order to get a statement from the mining industry or
an official of a mining company about the need for the taconite
constitutional amendment, I talked with Ed Schmid, Director of
Public Relations, Reserve Mining Company, here in Silver Bay.
I explained what the League was doing and my part in the project,
of course, and Mr. Schmid has asked me to pass on to you the
following:

If the League publishes and distributes information
about the consitutional amendment for taconite, the League will
do a great disservice to its members and the state of Minnesota
if any of the information, pro or con, is incorrect or not completely
factual. Mineral taxation is an extremely complex subject and it
is not reasonable to expect an accurate presentation by anyone who
has not made a personal study over a period of years. Further,
more misstatements and misinformation have been published on this
particular question--both innocently and intentionally--than any
other subject these last few years. For this reason, before any
material is published for distribution, either pro or con, some
knowledgeable person such as an author of the legislation, or a
public relations or tax or legal representative of the taconite com-
panies, should have an opportunity to review the material for the
sake of accuracy. If this seems unfair, the pro and con material
could also be submitted for review by knowledgeable persons who
are opposed to the amendment. The purpose of this is not to
dictate to the League what it should say, but simply to call the
League's attention to any erroneous information which the League,
innocently, is about to publish. The League could then decide what
steps it should take. It could investigate further. It could make
corrections where and if needed. At least, the League would be
forewarned as to the accuracy of its material.

I have assured Mr. Schmid I will pass this suggestion on
to you and I have promised to give him your reply. It seems to me
that his request is fair and proper. Certainly I would never feel
right if any of the material which I have submitted is incorrect,
and I'm certain the author of the opposition material would feel as
I do. Mr. Schmid tells me that this need not cause unnecessary
delay because just as soon as the material is ready, arrangements
can be made for an immediate review by a knowledgeable person.




League of Women Voters of Minnesota, State Organization Service, University of Minn.
Minneapolis, Minnesota 55455 December 1963

SAMPLE BULLETIN STORY
ON AMENDMENTS

Taconite and taxes - the Minnesota legislature has gone round and round
considering this complex taxation problem for years. Now the legislature has
passed the question on to us, because the amendment is to be considered by the
voters in the November 196 elections. Along with the taconite amendment will
be another which would erase eight obsolete provisions from our state consti-
tution. As League members we will study both.

We've all picked up bits and pieces of information on the taconite
amendment through newspapers, radio and television, but now we must take
a long look at the entire situation. We'll study the taconite amendment
under our Current Agenda item of constitutional revision by amendment.

These are some of the areas we will consider. How is taconite produced?
What are the many taxes that affect taconite? What do the provisions of the
amendment mean to the state and the industry? What are the economic, taxation
and constitutional issues involved in the amendment? Our new state publication,

Proposed Amendments to the Minnesota Constitution - 1964, should be read by

every member to prepare for a meaningful discussion of the questions. Examination
of the amendments will culminate in consensus which will give direction to the

League's amendment campaign next fall.




" Joseph L. Donovan Chapter 99, Laws, 1963
Secretary of State

Proposed Amendment 1 to Constitution of Minnesota, General Election
of 1964, Relating to Taconite and Semi-Taconite Taxation:

"Be it enacted by the Legislature of the State of Minnesota:

Section 1. An amendment to the constitution of the state of
Minnesota by adding thereto a new article prohibiting the amendment,
modification, or repeal for a period of 25 years of Laws of Minnesota
1963, Chapter 81, relating to the taxation of taconite and semi-
taconite, and facilities for the mining, production and beneficiation
thereof; and also authorizing the legislature to impose limitations
for a period of not more than 25 years with respect to the taxes im-
posed upon or required to be paid with respect to the mining, produc-
tion or beneficiation of copper, copper-nickel, and nickel, is hereby
proposed to the people of the state of Minnesota for their approval
or rejection, which amendment, if adopted, shall be known as Article
XXI of the constitution of the state of Minnesota; which proposed
amendment reads as follows:

ARTICLE XXI

Section 1. Notwithstanding any other provision of this constitution,
Laws of Minnesota 1963, Chapter 81, relating to the taxation of taconite
and semi-taconite, and facilities for the mining, production and benefici-
ation thereof shall not be repealed, modified or amended, nor shall any
laws in conflict therewith be valid, for a period of 25 years after the
adoption of this amendment; and laws may be enacted, fixing or limiting
for a period of not more than 25 years but not extending beyond the year
1990, the tax to be imposed upon persons or corporations engaged in (1)
the mining, production or beneficiation of copper, (2) in the mining,
production or beneficiation of copper-nickel, or t}) in the mining,
production or beneficiation of nickel. Taxes imposed upon the mining
or quarrying of taconite or semi-taconite and upon the production of
iron ore concentrates therefrom, which are in lieu of a tax on real or
personal property, shall not be considered to be occupation, royalty,
or excise taxes within the meaning of this amendment.

Section 2. This proposed amendment shall be submitted to the
voters for approval or rejection at the general election for the year
1964 in the manner provided by law. The ballots used at the election
shall have printed thereon:

"Shall the constitution of the state of Minnesota be amended by
adding an article to be known as Article XXI prohibiting the amendment,
modification, or repeal for a period of 25 years of Laws of Minnesota
1963, Chapter 81, relating to the taxation of taconite and semi-taconite
and facilities for the mining, production and beneficiation thereof;
and also authorizing the legislature to impose limitations for a period
of not more than 25 years with respect to taxes imposed upon or required
to be paid with respect to the mining, production and beneficiation of
copper, copper-nickel and nickel?

Y OB aeie i ee e
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Joseph L. Donovan Chapter 870, Laws, 1963
Secretary of State

Proposed Amendment 2 to Constitution of Minnesota, General Election
of 1964, Changing Obsolete Provisions of the Constitution:

Section 1. Deletes from Article IV, section 2 reference to "Indians
not taxable under the provisions of law."

Section 2. Deletes from Article IV, section 7 language prescribing
pay of senators and representatives at three dollars per
diem during the first session.

Section 3. Deletes from Article IV, section 23 language requiring a
state census in 1865 and each tenth year thereafter.

Section 4. Deletes from Article IV, section 26 provisions for election
of United States Senators by joint session of the legis-
lature. Superseded by Amendment 17 to U. S. Constitution
in 1913.

Deletes from Article IV, section 32 (b) provisions restrict-
ing the use of proceeds of the Internal Improvement Land
Fund until popular vote thereon. By popular vote in 1884,
use of these funds to pay the Minnesota State Railroad
adjustment bonds was authorized.

Section Deletes from Article V, section 4 provision for appointment
of a "state librarian.™ State law librarian is appointed
by Supreme Court.

Section Repeals Article VII, section 8 restricting rights of
women to vote. Superseded by Amendment 19 to U. S.
Constitution.

Section & Deletes from Article VII, section 9 specific provisions
f0r7elections of 1884, 1886 and expiration of terms in
188 =

Language to appear on 1964 Ballot:

"Shall the constitution be amended by removing the obsolete language
of Article IV, Section 2, relating to apportionment of members of the
legislature; of Article IV, Section 7, relating to the compensation
of members of the legislature; of Article IV, Section 23, requiring

a state census; of Article IV, Section 32 (bj, calling for a validat=-
ing election in 1884; of Article V, Section 4, relating to appoint-
ment of a state librarian; and of Article VII, Section 9, relating to
the first state general election and the first state election; and

by repealing Article IV, Section 26, relating to the election of mem=-
bers of the Senate of the United States, and Article VII, Section 8,
limiting women's suffrage to school and library elections?

YQS o 0 000 Me 0 e @

NO oanwu-.qlo”




League of Women Voters of Minnesota, State Organization Service, University of Minn.
Minneapolis, Minnssota 55455 December 1963

SAMPLE BULLETIN STORY
ON AMENDMENTS

Taconite and taxes - the Minnesota legislature has gone round and round
considering this complex taxation problem for years. Now the legislature has
passed the question on to us, because the amendment is to be considered by the
voters in the November 1964 elections. Along with the taconite amendment will
be another which would erase eight obsolete provisions from our state consti-
tution. As League members we will study both.

We've all picked up bits and pieces of information on the taconite
amendment through newspapers, radio and television, but now we must take
a long look at the entire situation. We'll study the taconite amendment
under our Current Agenda item of constitutional revision by amendment.

These are scme of the areas we will consider. How is taconite produced?
What are the many taxes that affect taconite? What do the provisions of the
amendment mean to the state and the industry? What are the economic, taxation
and constitutional issues involved in the amendment? Our new state publication,

Proposed Amendments to the Minnesota Constitution -~ 1964, should be read by

every member to prepare for a meaningful discussion of the questions. Examination
of the amendments will culminate in consensus which will give direction to the

League's amendment campaign next fall.




STATE OF MINNESOTA

\RTMENT OF TAXATION

December 9, 1963

Mrs. L. G. Murray

League of Women Voters
State Organization Service,
University of Minnesota
Minneapolis 55, Minnesota

Dear Mrs. Murray,

Thank you for sending me a copy of your material on
Minnesota Taxes established by Constitutional Pro-
visions. You asked that I review the material and
make corrections and comments.

Since the Occupation Tax on the mining of Iron Ore
comes directly under my supervision, I have given
careful consideration to the material in this regard.
Various corrections have been noted in red ink, and

I have also enclosed some recommendations for changes
in paragraphs 4, 5 and 6 on page 3.

The material on Railway Gross earnings taxation has
been reviewed and changes sugzested. These chgnges
are written into the text as submitted.

Very truly yours,

7
i
/

Allen C. Sule
Director of Property Taxes

ACS:jls

Enclosure
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INTRODUCTION

At this time, when Minnesotans are considering whether or not the Tac?nite
Amendment should become a part of our state constitution, it seems appropriate Fo
examine the six special taxes which already are dealt with in our present consti-
tution.

The general power to levy taxes is granted to the legislature in Qrticl? IX,
Section 1. Theoretically, nothing more should be required, but a? various times
in the past it has been thought necessary to add special tax provisions. (A11
changes in Minnesota's Constitution are proposed by the leg%slature and.become .
eftective only when approved by a majority of those voting in the election at which
the proposal is presented.)

Theory vs Reality

Constitutional authorities are unanimous in stating that special Fax provisions
do not belong in a constitution. "Ideally, a constitution should be silent on the
subject of taxation and finance, thus permitting the legislature and the governor
freedom to develop fiscal policies for the state to meet the requ%regents of their
time." The states with equal unanimity have added, and are continuing to add,
such provisions. Is, then, a blanket prohibiticn against special tax artlc}es
either desirable or practical? Should each issue be decided on its own merltg?

Are popular referendums on complex questions of public finance incompatible with

a modern concept of government? Or is there some value in a procedure that focuses
popular attention on the goverrnment's fiscal policies? In practice, how much have
constitutional restrictions limited the legislature in working out an equitable tax
program? These are some of the questions to be considered,

Purposes and Provisions

Special tax articles in constitutions relate to industries in two different
categories. In the first are industries dealing with basic resources: Minerals,
timber, fishing. Here provisions for conservation and development may be as
important as the revenue considerations. In the second category are industrles_of
a quasi-public utility nature: banks, railroads, aviation, highway transportation.
Here regulation and public policy are of concern.

Specific financial provisions in the-seeond-category may:

1) provide a special tax in lieu of all other taxes,

2) provide a special tax in addition to other taxes,

3) set the rate of taxation, or

L) earmark the revenue from certain taxes for specific purposes.

Statutes and the Constitution

In general, even the so-called specific constitutional provisions furnish only
broad outlines for taxation; it is still necessary for the legislature to enact
statutes setting forth the precise formula, rate, or method of collection within
the framework of constitutional direction. Simply reading the constitution, there-
fore, does not tell the whole story.

10 Nationzl Municipal League, Salient Issues of Constitutional Revision, 1961,
pp. 136-7
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Where the constitution is silent, the legislature has broad powers in imposing
taxes, During the first six months of 1963, 1021 tax and license laws went on the
books of the 50 states; 351 of these were directed at particular businesses or
occupations.

A statute, of course, may always be repealed or amended by a subseque?t legis-
lature. Constitutional provisions are also subject to change by.th? amending pro-
cess, but this is more difficult; once passed, they tend to remain in force.

Problems of Comparison

It is tempting to try to evaluate Minnesota's tax programs in terms of what
has been done in other states; however, this can be somewhat hazardous. The-states
possess different resources and have had varying historical experiences leading to
different constitutional treatment. There is considerable divergence in tbe'amount
of financial responsibility borne by different units of government in providing
services. Schools, for instance, may be financed on the local level in one state,
where another state, will make much greater use of state-wide aids. To meet these
varying needs the different states use property, sales, personal and corporate
income taxes, and special taxes in different combinations. It is impossible to
discuss a specific tax on an industry without considering the total tax burden.

Comparing one form of taxaticn with another, or even comparing similar taxes
used in-different states, presents additional difficulties. One cannot compare
millage rates on property taxes, for example, without knowing evaluaticn rrocedures
and the ratio of assessed value to market value. The types and amount of allowable
deductions obviously affect the impact of corporate income taxes. For these reasons
two different economists, one employed by industry and another by the state depart-
ment of taxation, can give quite different interpretations to a comparative tax
study.

The citizen can only weigh the arguments on both sides and try to arrive at
his own conclusions., Separating the "good guys" from the "bad guys" on a TV show
is made easy for us., Would that tax problems--and many others in our complex
society--could be as simply resolved.

THE OCCUPATION TAX ON IRON ORE

The occupation tax provides an almost classical example of a financial pro-
vision in a constitution, written to meet one set of economic conditions, and
persisting after these conditions have undergone radical changes. In 1922 when
the occupation tax was adopted, Minnesota possessed substantial iron reserves and
enjoyed a near monopoly on iron ore for steelmaking; today Minnesota ores face
very tough competition; in ten years, given the present rate of production, the
reserves of natural ore may be exhausted making the constitutional provision, as
it applies to natural ores, obsolete.

Although this study is primarily concerned with the occupation tax, this is
only one of several methods by which iron ore is taxed, Therefore, before examining
the historical background and present status of iron mining in Minnesota it is
necessary to summarize briefly the various types of taxes levied on mineral
resources.

Historically, states have tended to encourage the development of minerals by
giving preferential tax treatment. Once mining has proved profitable, however,
the states have been quick to demand a share of the profits. At the turn of the
century the Populist Movement raised the cry of exploitation and put forth the
theory that since mineral resources are part of the natural heritage of a state,
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irreplaceable once removed, the state should receive a greater share of the profits
from mining operations than it receives under the normal taxation of industry. This
theory has been put into practice in a number of states.

The most usual form of taxation is the "ad valorem" or property tax; that is,
mines are assessed at their capital value and are subject to the general property
tax rate. Since much of the value of a mine lies in the ore still under the ground,
assessment obviously is difficult. The various formulas used have been the subject
of great controversy. In general ad valorem taxes are more in favor with economists
than with the mining companies who object to them because they are unrelated to
profit and production. Minnesota uses this kind of tax, as do Arizona, New Mexico,
California, Kansas, Missouri, Alabama, Wisconsin, Michigan, and Pennsylvania.

A second kind of a tax (not levied on natural ores in Minnesota) is a produc-
tion tax or tonnage tax under which mines pay a statutory rate on each ton of ore
mined. Alabama, Montana and Wyoming use this tax, Texas, although it levies no
special tax on iron ore, does impose a severance tax--that is, a payment for the
privilege of severing the mineral from the ground--on oil, natural gas, and sulphur.

The corporation income tax is applied to mining companies in Alabama, Michigan,
California, New York, Pennsylvania, and Wisconsin, but not in Minnespta.

The occupation tax as established by constitutional amendment in Minnesota,
combines some of the features of a severance tax with those of an income tax. Be-
cause mining companies pay an occupation tax they do not pay Minnesota corporation
income taxes. The occupation tax is levied on the value of the ore produced at
each individual mining operation, and not against the company as a whole. The
value of the iron ore for tax purposes is determined by the published Lake Erie
prices, minus the following non-statutory deductions:

1) Loading from stockpile and transportation costs,

2) Beneficiation costs (the cost of upgrading the ore),

3) Marketing expenses,

L) Miscellaneous costs, such as marine insurance and cargo analysis,

and the following statutory deductions:

1) Mine development costs,

2) Mining costs such as labor,

3) Royalties paid,

L) Ad valorem taxes paid on iron ore mined during the year.

To these four the 1963 Legislature added two other deductions:

5) Credit for research,
6) Credit for mines with losses.

To this final value the tax rate is applied. The occupation rate was six percent
when first established but has risen to 14.25 percent today. Mines with exception-
ally high labor costs may claim a labor credit against the tax liability. The size
of this credit has not been large.

Mining companies pay higher taxes than they would under the state corporate
income tax, first because the corporate rate is 9.3 percent as compared with the
14.25 percent occupation tax, and second because in figuring an income tax the
mining companies would be able to take additional deductions such as federal income
taxes, and sales discounts where Minnesota ores have not been able to ccmmand the
full Lake Erie price., Other deductions not allowed in the computation of occupation
taxes which are allowed for income tax purposes include administrative costs outside




of Mirnesota, contributions, depletion and legal expenses. The two addit%onal
deductions authorized in 1963--particularly the provision allowing companies a
credit for mines which lose money against those which make a profit--do give
mining companies a tax treatment more like that of other corporations.

A final form of taxation, also used in Minnesota, is the royalty ggg-jthat is,
a tax levied on the royalties paid to owners of mining properties by the mine ;
operators. The rate of this tax is the same as that of the occupation tax. Since
mining leases usually require that taxes be paid by the mine operator, the royalty
tax is a tax on the mine operator and not on the landowner.

In brief review, then, iron mining companies in Minnesota today pay three kinds
of state and local taxes: the occupation tax and the royalty tax collected on the
state level and the property tax collected on the local level.

The first Minnesota legislation affecting iron ore taxes granted mining com-
panies a virtual exclusion from taxation. In 1881, soon after iron ore was dis-
covered, a tonnage tax of 1/2 cent per tone was imposed in lieu of all other taxes
to encourage the development of iron mines. The next ten years, however, saw a
complete reversal of feeling. Agrarian discontent focused on the wheat and timber
combines, condemned the railroads for discriminatory practices, and demanded that
mining property be taxed along with other property. In 1887 the tonnage tax was
ruled unconstitutional and an ad valorem tax was enacted.

It was agreed that mining properties should be taxed, but how, and by whom
remained a subject of controversy. The range communities pushed for increased
evaluations and continuation of local property taxes; the southern part of the
state demanded a tonnage tax to be shared by the whole state; the legislatgre was
unsure of its powers and unable to agree. In 1906 a "wide open" constitutional
amendment was passed removing restrictions on the legislature's powers to tax and
in 1909, after bitter debate, the legislature again passed a tonnage tax--only to
have it wvetoed by Governor Johnson.

Advocates of the property tax had won. The ad valorem tax stood. In 1913 a
property classification law was adopted placing iron ore at 50 percent of "full
and true value," the highest classification of any type of property in the state.
This was a blow to the mining companies, but worse was to come, Political power
in the range communities passed into the hands of the miners who embarked on large
public spending programs financed primarily by taxes on iron ore. In Hibbing, for
example, under the leadership of Vic Power, village taxes rose from around $200,000
in 1913 to over $2 million in 1919, Their elaborate schools and "deluxe" govern-
ment services became known throughout the nation. Naturally this abundance of
wealth aroused not only the disapproval but also the envy  of people in the southern
part of the state. They too wished to share in mining profits.

It was in this climate that the occupation tax was passed in 1921. Because
the legislature had some doubts about the constitutionality of such a tax, they
passed it both as a statute and as a constitutional amendment. The amendment was
approved by the voters in 1922,

The occupation tax was levied in addition to all other taxes except state
corporate income taxes, so the mining companies have continued to pay property
taxes. In two range communities mining taxes bear 99.8 percent of the local
property tax burden (1960). Per capita taxes in iron range municipalities have
remained higher than in comparable non-range communities and as the ore reserves
have been depleted the mill rates have been pushed upward to support local govern--
ments, Eveleth and Mountain Iron, with 1960 tatel mill rates of 606 and 614 mills
respectively, are good examples of municipalities that have lost much of their
mineral valuations and are trying to operate on a greatly reduced tax base.
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Although the form of the occupation tax is fixed in the constitution, bot@ .
the rate and the formula for determining the value of the ore are statthry, giving
the legislature flexibility in adjusting the tax to meet changing conditions in the
mining industry. Two such changes were made in 1963.

The 1963 Legislature also passed a law declaring its poli?y on taxing taconite
and semi-taconite ores, and passed a bill proposing to make this law an amendment
to the constitution. The taconite amendment will appear on the 1964 ballot. It
would restrict the statutory raising of the occupation and royalty taxes for 25
years.

Since the middle of the 1950s the position of high grade Minneso?a ores has
been rapidly deteriorating. First, expansion of mining in South America an§ Canada
has greatly increased the world supply of iron ore, and unfortunately for M}nnesota,
foreign ores are generally of higher quality. Second, changing technology in the
steel-making industry is requiring a higher grade of iron ore. Almost all natural
ore in Minnesota will require some beneficiation in the coming years, agd even
then it will have to compete with taconite. Third, the steel industry itself faces
increasing competition from other materials such as aluminum, Finally, the supply
of high grade ores in Minnesota is being rapidly exhausted. All these factors are
beyond the control of the state except that reducing ore taxes could be a ?actor
in lowering Minnesota ore prices, (thus making them more competitive) and in attrac-
ting investment capital needed to expand production facilities.

GROSS EARNINGS TAX ON RAILROADS

Even before Minnesota became a state, railroads were paying gross earnings
taxes, It all began in 1857 when the territoirial legislature granted a charter
to the Minnesota and Pacific Railroad--now part of the Great Northern system.
This charter required the company to pay to the territory or future state a 3

percent gross earnings tax in lieu of all other state and local taxes and assess-
ments on its property.

Early taxes on railroads were of little financial significance. The stgte_
was liberal in giving tax exemptions and in making land grants (close to 3 million
acres in fact) to encourage railroad construction.

Constitutional Provision

Not until 1871 did the constitution have anything to say about railroad taxa-
tion. At that time Article IV, Section 32(a), was adopted, and it is still in
effect. It requires that any proposed modification of the gross earnings tax on
railroads be submitted to the people and approved by a majority voting at the
election. Although most historians tell us this amendment was passed "to guard
against corrupt manipulation of the legislature by railroad companies for purposes
of securing an exemption of the tax,"3 it is frequently criticized on the grounds
that it places railroads in a privileged position.

In 1887 the gross earnings tax at a rate of 3 percent was made compulsory
upon all railroads. Twice the legislature proposed, and the people voted, an
increase in this tax: in 1904 the rate became L percent; in 1912 the present
5 percent rate was adopted. In 1920, by the same procedure, railroad operating
property was subjected to special assessments.

2., For full explanation of the taconite amendment see Proposed Amendments to the
Minnesota Constitution 1964, League of Women Voters of Minnesota, 1963.
3. Blakey and Saby, Railroad Legislation in Mimnesota
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For many years the constitutionality of the gross earnings tax as applied to
earnings of interstate railroads was questioned. The Minnesota Supreme Court
reasons, however, that gross earnings measure the value of property, that the
gross earnings tax is a property tax, and that therefore it constitutes no inter-
ference with interstate commerce.

Present Situation

Minnesota railroads pay to the state a tax equal to 5 percent of their gross
earnings; it is paid in lieu of state and local property taxes--real and personal--
on the property they own and use for transportation purposes. In addition, all of
their property is subject to special assessments and they pay real and personal
property taxes on property which they do not use for transportation purposes, as
well as income taxes on income from such property.

Receipts

The gross earnings tax on railroads is an important source of state revenue.
Proceeds go into the General Revenue Fund.

Receipts have ranged from $5% million in fiscal 1940 to an all-time high of
$14 million in fiscal 1954. In 1955 the proceeds dropped to a little under $123
million because of a decline in iron ore shipments; in 1962 they were $11.1 million.
For the first half of 1963, six of the eleven lines which pay the largest taxes
showed increases over 1962, and five showed decreases. The Duluth, Missabe and
Iron Range Railroad showed the biggest drop, reflecting the sharp fall-off in iron
ore shipments. Economic problems have plagued all railroads during the past few
years, and gross earnings have declined.

In some school districts, villages and cities, railroad property--exempt from
local taxes--represents a large proportion of the total property in the area. The
result is loss of local revenue because the gross earnings tax, paid in lieu of
property taxes, goes into the state coffers. On the basis of a complicated formula
(involving population, pupil units and attendance, as well as the ratio between
railroad and other property) certain governmental units are reimbursed by the state
for their local revenue loss, School districts, however, are reimbursed from the
Income Tax School Fund, not the General Revenue Fund. In 1963 these school dis-
tricts were Breckenridge, Dilworth, Lake County, Mountain Iron, Proctor, Staples,
and Vaite Park. Sixteen or 17 villages and cities also received special grants-
in-aid. The recipients change as the factors in the atove-mentioned formula change.

The Gross Earnings Tax vs the Property Tax

From the standpoint of administration, the gross earnings tax is the simpler,
both for the taxing authorities and for the taxpayer. The State Department of

Taxation requires only three full-time employees in the gross earnings tax division
--one clerk and two auditors.

One of the principal objections to the property tax as a means for taxing rail-
roads (which most states use, as we will see later) is the difficulty of assessing
railroad property. Local assessment usually results in great inequalities, so
central assessment has been the rule., Also, tax revenue is not spread state wide.

One of the criticisms of the gross earmings tax is the instability of yield.
In prosperous years receipts are high and in periods of economic depression receipt

are low because the tax is based on earnings. Revenues from a tax based on property
fluctuate far less.
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Another thorny consideration is that of revenue for local units of g?vernment.
Since they always need more money for local services, and since their main resource
is the property tax, they suffer when a gross earnings tax is applied and collected
by the state in lieu of property taxes. Allocation of receipts back to the local
community (as we have seen Minnesota does in certain cases) could be extended.

But some authorities argue that this would solve nothing because it would rob-the
state of its largest source of income for the General Revenue Fund and gece531tate
a replacement tax of another kind. Nonetheless, local communities continue to make
their case. For example: in 1962 the Ramsey County assessor's office estimated
the full and true value of railroad property in the City of St. Paul at r?ughly
$34 million and the direct loss in property tax revenue at almost $3 million.

Tax experts seem to believe that the system of gross earnings taxation will
be used more in the future rather than less.

Minnesota levies several other gross earnings taxes by statute--at rates
varying from L to 9 percent--on freight line, sleeping car, express, telephone gnd
telegraph companies. Such companies are not exempt from the Minnesota corporation
income tax. Over 96 percent of the total gross earnings tax receipts in 1962 were
paid by railroad and telephone companies operating in the state.

Comparison with Other States

The property tax is the most important single type of tax imposed on railroads
in all states except Connecticut, Delaware, Maine, and Minnesota. The 1956 Tax
Study Report says Connecticut is the only other state besides Minnesota which
levies a tax on the gross earnings of railroads in lieu of all other taxes, but
there, too, real estate not used exclusively for railroad purposes is subject to
the property tax. Connecticut's gross earnings tax rate is graduated, ranging
frem 2 to 33 percent.

Delaware levies a number of different taxes on the various railroad companies,
and Maine uses a combination of the property tax and the gross earnings tax.
Maine's rates range from 3% to 4+ percent.

In these three states—-Connecticut, Delaware, and Maine--the gross earnings

taxes are levied by the legislature and no constitutional provision regulates
their change.

Minnesota's seven neighbors--Illinois, Iowa, Michigan, Missouri, North Dakota,
South Dakota, and Wisconsin--use the property tax almost exclusively in taxing
railroads. The Illinois Central is one major exception; it pays a gross earnirgs
tax in lieu of all other state and local taxes in Illinois.

A comparison of state and local railroad taxes paid in 1953 (ten years ago,
but the only figures we could find) showed the national average tax rate on all
Class I railroads to be 3,36 percent of their gross earnins, as against 5 percent
in Minnesota. The Tax Study Committee found that railroads operating in Minnesota
in 1955 paid total taxes equal to 2.91 percent of gross earnings on their operations
in Jowa, 4.8 percent in North Dakota, 5.38 percent. in South Dakota, and 2.9 percent
in Wisconsin--or an average of 3.42 percent in the four states. The Committee's
Report concludes: 'Minnesota's taxes on Minnesota railroads are higher than they
are, on the average, in the important neighboring states as well as in the nation
as a whole., Since the rates charged for transportation services are set by the
Interstate Commerce Commission on a regional basis, the higher taxes imposed in
any one state cannot be passed on in the form of higher rates to interstate users.
Thus railroads are operating at a cost disadvantage in the State, one which may,
in the long run, weaken their competitive position."




Pros and Cons of Constitutional Provision Relating to Railroad Taxation

Whether the constitution should require a popular referendum on changes in the
form or rate of railroad taxation is a controversial question. The opinion of most
authorities on constitutional law is reflected in this general statement:

nTt is difficult to reconcile a position demanding a series of constitutional
prohibitions or limitations upon the legislature's exercise of discretion in respect
to taxation and finance with a real belief in democracy."1+ The current trend is to
reduce such prohibitions and to liberalize finance provisions. These authorities
also point out, however, that the historical development and experience of a par-
ticular state must be studied carefully and that each state must be governed by its
own needs. While it helps to look at what other states are doing, it is "dangerous
to borrow language or techniques without a full understanding of their meaning and
significance for the local situation."

Opponents of Article IV, Section 32(a) relating to railroads argue that a
state constitution should contain no special provisicn for any particular industry.
This is not good constitutional law, they say, and binds the hands of the legisla-
ture to a degree that makes change very difficult, even when circumstances require
change. They also point to the fact that the gross earnings tax rate for railroads
has remained at 5 percent since 1912, while taxes of other industries have risen.
(Editor's note: One change affecting railroad taxes did occur in 1920 when their
property was subjected to special assessments.)

It is interesting to note that the revised constitution submitted by the Einne—
sota Constitutional Commission in 1948 retained a section on the form of taxation

of railroads but took out the requirement for a referendum to change the rate or
method of taxation.

A bill to repeal Article IV, Section 32(a) has been introduced regularly. in
recent legislative sessions. Authors believe the legislature should have the power
to prescribe the manner of taxing railroads without a vote of the people. After the
1959 bill was introduced the Minnesota Railraod Industry issued a memorandum stating
that any change "would be contrary to the public interest and the continued welfare
of the railroad industry and its thousands of employees in this State." It went on
to say that the transportaticn picture has completely changed, and today the rail-
roads are fighting for their economic life. The industry obviously favors a refer-
endum, Yet Mr. Allen C, Sulerud, property tax director in the Minnesota Department
of Taxation, in a speech prepared for the National Association of Tax Administrators
in June, 1962, wrote: "The comment is sometimes heard that the railroads have been
fortunate in having a relatively frozen rate of taxation. To those who are familiar
with political realities, however, it is obvious that the voters would be more likely

to approve an increase in the rate of railroad taxation than they would be willing
to grant a decrease,"

Whenever the merits of Article IV, Section 32(a) are debated, the comparative
tax rates paid by competititve carriers is always brought up. This is really another
problem. The 1956 Tax Study Committee considered it and drew the conclusion that,
although the method of tax-burden comparisons between railroads and campeting
carriers used in their study has some serious defects, the "evidence supports the
find, that, on the average, railroads are more heavily taxed in Minnesota than are
competing carriers, Pipe lines are a possible exception.”

4, U, Brookes Graves, State Constitutional Revision
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Whether this conclusion is valid or not, railroads in Minnesota seem satisfied
witl, the present constitutional provision because under it they know where they
stand. If it were deleted and the method and rate of taxation were left up to the
legislature, a new and different system "might" be adopted (although this is conjec~—
ture). Spokesmen for the railroads argue that competing carriers should be paying
more, inasmuch as these forms of transportation are "booming" and do not face the
same economic pressures as do the railroads.

FORESTRY AND TIMBER YIELD

History 2

Taxes on timber in Minnesota are of three types: 1) "Ad Yalorem,” 2) auxiliary
forest, and 3) tree-growth. The history of their development 1s the story of forest
taxation in Minnesota.

Ad valorem taxes came from the original Article IX of the constitution providing
"taxes shall be uniform upon the same class of subjects." This was the general
property tax, which, in the case of timber, did work some hardships. So, in 1926,
Article XVIII was adopted providing for... "fixing in advance of a definite and
limited annual tax on such lands for a term of years and a yield tax at or after
the end of such term upon the timber and other forest products so grown..."

By 1929 three principles were emerging, namely:

1) Timber is a crop, but one that requires 12-40 years to mature.

2) While growing, a crop should be taxed at a low rate.

3) A tax approximating an income tax should be collected at time of
"harvest," and dedicated to the local units concerned.

As a result of this thinking the Auxiliary Forest Law was enacted in 1929, but
because of resentment from farmers who said the land had agricultural possibilities
and from certain county commissioners who objected to low tax rate on large tracts,
this original law was never put into effect.

In 1945 and 1947 amendments were added (Minnesota Statutes 88.47-88,51) pro-
viding for a 4O% rate if cut within a year after filing for auxiliary forest contract
and reduced by 2% per year to 10% over a l5-year period. This contract must be

approved by the Commissioner of Conservation, the county board, and the Executive
Council.

However, even this did not seem the best answer, and the University School of
Agriculture, especially, maintained these statutes would never be effective. They
suggested the compulsory taxation of timberland be based on classification and a
distinction be made between unrestricted, or farming, areas and restricted areas
with respect to valuations, Out of this came the tree-growth tax laws (Minnesota
Statutes 270.31-270.39) passed in 1957. 'Productive forest lands accepted for
registration under the act pay an annual tax of 307 of the stumpage value of the
estimated average annual growth of forest types."5 This involves an application

to the county board and approval by the board. The growth rates are to be reviewed
in 1966 and every ten years thereafter.

5. Allison, Cunningham, and Dana, Minnesota Lands, p. 281




Intent

A study of the different statutes reveals a very definite effort to solve the
problem of forest taxation in a fair and equitable way. While so far no clear cut
pattern seems to emerge, the tree-growth law does base its tax on the productive
capacity of the land. "All in all, the law constitutes an imaginative attempt to
meet a difficult problem in a constructive way. It deserves a thorough trial, with
genuine effort on the part of both landowners and county boards to make iz work,
and with readiness to iron out any wrinkles that experience may uncover, "

Results

Since in Minnesota the county board handles the forest taxes and sets up the
rates, these amounts do not appear on the state tax rolls. Approximately 80% of
Minnesota's forest land is located in its 16 northeastern counties. Taking St.
Louis County as the largest, the tax notice for year 1963 for 1962 taxes carries
this item:

Tree-Growth Tax $1,056.28
Auxiliary Forest Tax $4,93L.86

- The auditor pointed out that only a few pay the auxiliary forest tax ("five or six"),
while a much longer list is involved in the tree-growth tax.

The Timber Producers Association reported that the larger companies like the
tree-growth tax, but the small holder is frightened of the book work involved.
They also report the following for the year 1962:

Tree Farm Lands owned by pulp and paper companies Acres - 624,339
Proportion of Minnesota commercial forest land

owned by industry 3%
Spent for forest management, protection forest land

taxes, research and improvement $504,658

The three percent in the above figures again pointsout the complex land owner-
ship pattern for Minnesota. This state is unique in the large amount of forest
lands in state ownership held in trust for the taxing districts. This brings up
the problem of over-taxing land to the point of forfeiture and thus removing it
from the tax rolls. Each county, especially in the northeast, has had to face up
to the problem of over-valuation and high tax rates.

"Forest taxation, whatever the method used, constitutes a part of the basic and
difficult task of balancing county expenditures and county receipts. If the cost of
public services of all kinds continues its upward trend, financial solvency can be
maintained only by reducing costs through more efficient administration or by in-
creasing receipts, primarily through taxes and state aid. Forests and related lands
will of course have to carry their fair share of the tax burden, but it is important
that the taxes which they pay should be neither confiscatory nor out of line with
those paid by other classes of property... Altogether the problem of forest taxation
is likely to require intensive and continuing consideration for a long, long, time.”?

6. Allison, Cunningham, and Dana, Minnesota Lands, p. 28l
7. 1Ibid, p. 284




MOTOR VEHICLE AND MOTOR FUEL TAXES
vess.0r, highway user taxes.......

The public highway article was added to the constitution in 1920 t? establish
a network of state roads and insure their location. In 1956 it was revised. The
present Article XVI is the 1956 Amendment.

Constitutional Provision

Article XVI specifically authorizes the legislature to provide by law for
taxation of motor vehicles and motor fuel. It says the net proceeds from the.taxes
shall be used solely for highway purposes, and it sets up four special funds_lntq
which the money goes. Total receipts go first to the highway user tax distrlbgtlon
fund. After deduction of collection costs and refunds, the net proceeds are dis-
tributed to the three other funds in prescribed proportions: 62 percent to the
trunk highway fund, 29 percent to the county state-aid highway fund, and 9 percent
to the municipal state-aid street fund.

Amount of Revenue

In 1962 these "highway user taxes" brought in $104+ million, or 12 percent of
the state's total revenue for that year. Over $59 million came from the motor fuel
tax (at 5¢ per gallon rate), over $43 million from the motor vehicle tax, and a
little under $2,000 from motor vehicle operators' license fees and miscellaneous

fees. Such fees are not considered a revenue source; their purpose is control and
regulation,

Motor Vehicle Tax

Motor vehicle taxes and fees are collected by the Motor Vehicle Division in
the Secretary of State's office, The Secretary is the registrar. All vehicles_
using public streets and highways must be registered, and the registration tax is
paid in lieu of a personal property tax. The base and rate of tax varies with each
category of vehicle: passenger cars, farm trucks, urban trucks, intercity buses,
commercial trucks and buses, and miscellanecus vehicles. The tax rate on cars and
trucks decreases as the age of the vehicle increases.

Motor Fuel Tax

The Petroleum Division in the Department of Taxation administers motor fuel
taxes (as well as aviation fuel taxes discussed in another section of this study).
The tax on motor fuel--chiefly gasoline--was raised from 5¢ per gallon to 6¢ by the
1963 Legislature, the first increase since 1949. It is estimated that this 1¢
additional tax will bring in approximately $12 million this year.

Since the motor fuel tax is designed as a highway use tax, refunds and exem-
ptions are given on fuel used for non-highway purposss--for example, in tractors or
other farm machinery. In 1962 motor fuel taxes collected totaled $68,767,488 but

the refunds for non highway use ($8,958,795) left a balance of $59,808,693 for the
highway user tax distribution fund.

Why Are These Tax Provisions Put in the Constitution?

One explanation is that inclusion of highway user taxes in the constitution
assures a continuing guaranteed fund for highway construction and maintenance, paid
by users of the highways. This is the '"benefit theory" of taxation. The rationale
is that highways confer certain benefits upon a specific group (users), who are
taxed in proportion to benefits received. The gasoline tax is in direct ratio to

the amount of road use; the motor vehicle tax is based on the assumption that those
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who own vehicles will use them. As with all dedicated funds, it is sometimes argued
that there might be times when money is more urgently needed for other state govern-
ment functions.

Perhaps it was also thought necessary to establish in the constitution the
relationship of these taxes to the personal property tax (in lieu of) and to gross
earnings taxes (industries so taxed use vehicles in their business).

In Other States

All states tax gasoline at rates ranging from 5¢ to 11¢ per gallon. The 1962
rate in 7 states (including Minnesota) was 5¢; in one it was 53¢. Minnesota's new
rate of 6¢ per gallon prevails in 19 other states, including the other five in the
Upper Midwest., Hawaii County, Hawaii, has the highest rate--ll¢.

A1l states also tax motor vehicles. On the basis of taxes per vehicle, Minne-
sota ranks fairly close to the average ($26.99). It is felt that this tax source
should produce a smaller proportion of the total revenue than gasoline taxes because
the revenue from licenses is tied to the number of registrations, and an increase
in numbers does not necessarily mean a proportionate increase in use.

In any consideration of comparative fuel tax rates between states it must be
remembered that the ratio of rebates for non highway use varies widely. It is
difficult to make valid comparisons by tax rate alone.

Comments ... Other Studies

Officials in the S8tate Auditor's department and in the Motor Vehicle Division
seemed to consider the highway user taxes basically fair in principle. However,
some state officials are not enthusiastic about the idea of these dedicated funds be-
cause theymay give the Highway Department the opportunity for extravagant spending
whise ovuer state needs are unmet. Deputy State Auditor Einar W. Johnson pointed
out that funds for the administration of the Highway Department have been made
subject to legislative appropriations, but this does not affect highway construction
funds. Often there may seem to be a surplus, Mr. Johnson said, but since money must
be available for matching funds, the term "surplus" is misleading. Nobody would say

they have more money than they need, but the impression given was that it is suffi-
cient.

Two groups who favor the concept of dedicated funds for highways are the
American Automobile Association (AAA) and Minnesota Good Roads, Inc. The latter is
a group composed of road equipment dealers, road construction companies, county
commissioners as well as others. They also feel that the motor fuel tax is a good
form for apportioning highway costs.

On the other hand, the petroleum interests have stated that too large a propor-
tion of taxation falls on gasoline, and that the increased use of compact cars and
trucks indicates the consumer reaction. They point out that, although the total
fuel taxes collected have increased in Minnesota, the rate of increase has slowed

down in the last few years. They feel a point of diminishing returns will soon be
reached.

The Little Hoover Commission recommended consideration of abolishing the non-
highway use gas tax refunds to individuals and, instead, making grants in equal
amounts to counties for use on rural roads. This might seem to ignore the theory
that only users should pay for roads; on the other hand, the principal non-highway
users who now receive refunds--the farmers--would be benefited by improved rural

roads. It can also be argued that improved roads give indirect benefits to the
entire community.
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Another recommendation of the Commission was to eliminate age of vehicle as
a factor in determining the motor vehicle license tax, because an old car uses the
road to the same extent as a new one; not the value, but the privilege of using the
higmvays should be the determinant they reasoned.

A Motor Vehicle Division official felt that if this tax continues to be levied
in lieu of a personal property tax on the vehicle, value will have to remain a
consideration,

AERONAUTICS TAXES

At the end of World War II, Minnesota added the Aeronautics Article to its
constitution. Article XIX was designed to meke the users of air transportation
pay--directly or indirectly--a large part of the cost of the state's aviation
expansion program. It authorizes the state to carry on, or to assist other units
of government and public corporations to carry on, such a program. It permits the
state to incur debt and issue bonds for this purpose. It authorizes the taxation
of fuel (both for planes and for vehicles used on airports) and the taxation of
aircraft, the latter in lieu of all other taxes.

Taxes and Receipts

The legislature set up three major tax sources: 1) a fuel tax with a sliding
scale of refunds based on volume of gasoline used,® 2) an aircraft registration
tax in lieu of personal property tax; and 3) a flight property tax in lieu of per-
sonal property tax. Total revenue from these taxes was approximately $800,000 in

1962,

Twin Cities Area Operation

In 1943 the legislature created the Minneapolis-St. Paul Metropolitan Airports
Commission, which presently has jurisdiction over the construction, operation and
maintenance of all six airports owned and operated by it in the metropolitan area
(within a 25-mile radius of the Hemnepin and Ramsey County courthouses). The Com-
mission has power to issue bonds and levy taxes. Maintenance and operation are
financed by the two cities. The Commission submits an annual budget to each city
council, and the law requires that each city must provide the amount necessary to
meet its proportional share of the total cost.

8, The tax on aviation fule was raised from 5¢ to 6¢ per gallon by the 1963 Legis-
lature with the additional 1¢ completely refundable. This change was made so that
all fuels (highway and aviation) would be taxed initially at the same rate (6¢) in
order to aid the Department of Taxation in administrating the motor fuel taxes.
With the 1¢ refund a tax of 5¢ per gallon is paid on the first 50,000 gallons
purchased. After that a graduated system of refunds is allowed which results in

a 53¢ per gallon refund after 200,000 gallons are used. Under this system the
commercial airlines pay 46% to 54% of the tax.

Airline % of Total Avaition Fuel Taxes and Average Tax Per Gallon

Year 4 Average Tax Per Gallon
1958 50 $ .005887
1959 1 .C05781
1960 46 .005949
1961 54 .005770
1962 53 .005611




Why Provide for Aeronautics Taxes in the Constitution?

Both the State Department of Aeronautics, and Mr. Ed Floan of Northwest Air-
lines agreed that the aeronautics article was put into the constitution to assure
funds for aviation expansion. It was modeled after the highway article. Department
officials had no complaints about "dedicated funds," but Mr. Floan was of the opin-
ion that the tax receipts should go into general revenue to allow more flexibility
in meeting school, health, and other needs. He believes the state is overbuilt in
terms of small airports--some never used--and that a pay-as-you-go policy would be
adequate, 9

Results of Aeronautics Taxing Program

The 1950 Little Hoover Commission said: "... the objective of the Department
(of Aeronautics) to place airports approximately 40 miles apart has been substan-
tially reached. Planning of airport locations has not been well conceived in all
cases... The wisdom of creating so many small fields can be questioned... There
are 11 counties with 10 or fewer registered aircraft using fields which have a
capital investment of $15-$40,000. Clearly, the State has an over-supply of air-
ports at the present time (1950)."

$2,350,000 has been put into construction of Wold-Chamberlain Airport (by
issuing state bonds). Mr. Floan commented that the Aeronautics Department asked
for over $1 million for another runway at Wold-Chamberlain in 1962, which the

legislature did not grant. He thinks the runway may not be needed for at least
10 years.

Taxes have been adequate to retire bond issues without resorting to general
revenue. Under the present taxes, revenues will be sufficient to retire bond
issues and provide some construction funds. At some time in the future the depart-
ment will be on a pay-as-you-go basis.

There is a "surplus of funds" in the sense that expenditures are kept down
so that funds will be available to retire bonds. There is no "surplus'" in terms
of funds needed. Request for state funds totaling over $3 million were received

from municipalities for the current biennium. The legislature authorized $1.1
million,

There are two reasons why the Minnesota Department of Aeronautics is not yet
operating entirely on receipts.

1) An accelerated program to build the new Rochester airport (replacing the
old airport) in 1957-61 based entirely on the need of the airlines. This
airport's construction cost included $1 million of state money.

2) The expenditure of $2,350,000 of state funds as authorized by the legisla-
ture for facilities at Minneapolis-St. Paul International Airport based
entirely on the need of the airlines.

Comparisons with Other States

Observations of the Little Hoover Commission in 1950 were that no other state
except Illinois has been as generous as Minnesota in assisting in the construction
of local airports. Based on population, ability to finance, and need for the
service, Minnesota has spent more than any state in the Union for building aids
and state services.

9. There are now 110 municipal airports in the state.
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"Twenty-six states do not levy a gasoline tax on the industry (commercial
airlines)," the Commission said in 1950. "The flight property tax has not been
adopted in any other state. No other state approaches the amount of tax levied
by Minnesota on the interstate aviation transportation industry. The above

criticism does not apply to.the license tax and gasoline tax on intrastate flying."

Although a complete national study would be needed to determine the tax
burden on the airlines, some information on aviation fuel taxes is available.
According to American Petroleum Institute tables (1963), seventeen states now
impose higher fuel taxes per gallon than Minnesota.

Are Minnesota's Aeronautics Taxes Fair?

In terms of the industry, the Little Hoover Commission didn't think so. ""The
present burden of taxaticn on commercial airlines, by both the flight property and
the gasoline tax, is very much out of line with similar tax burdens levied in
other states."

Mr. Floan of Northwest Airlines also considers the taxes excessive and believes
they create a vicious circle: the State must keep building, and issuing more bonds,
in order to use the revenues. He says the flight property tax and the fuel tax are
a tremendous burden and cites the following examples: When the law was enacted,
the largest airplane--the DC3--cost $150,000. Today's jets cost $7 million. The
amount of gasoline carried in a DC3 was 620 gallons, today's jets carry 15 to 16,000
gallons, He also feels there is much duplication of effort on the part of state
and federal authorities. The commercial airlines plan to initiate a study of their
own in the near future in an attempt to alleviate their tax burden. (Since 1960
the major airlines have refused to pay the total amounts assessed and these cases
are still in the courts.)

Department of Aeronautics officials point out that a DC3 airport costs
$100,000 to $200,000. A jet airport costs many millions of dollars. They feel
primary expenditures of state funds has been predicated on airline need,

Speaking for private aviation groups, Mr. Sherman Booen, Executive Secretary
of the Mimmesota Airport Operators Association, said they do not complain about
the gas tax but are unhappy with "excessive" property taxes, now assessed at 40%
of full and true value. (The 1962 Lessee Tax collected by townships, counties or
municipalities seemed to be their major complaint. Any building constructed on
airport grounds is subject to this property tax.) These groups are convinced that
excessive taxes account for the small amount of private capital put into private
aviation.

And what about John Q Citizen? "If some action is not taken now (1950),"
the Little Hoover Commission said, "the state will find itself saddled with a
debt and current operating cost for aviation activities beyond the means of the
tuser' taxes to finance, thus throwing this burden on general taxpayers who have
little interest in and no direct benefit from air transportation." They made
seven recommendations involving changes in powers and duties, reduction of taxes
and reallocation of receipts,prohibition of state ownership and operation of air-
ports, re-evaluation of state aids and services, and a reduced budget for state
%eronautical activity--none of which has been adopted--but new bonds continue to
e issued,




16

The Commission recognized that "some financial aid should be given the key
or commercial airports of the state since a large portion of the revenue originates
from this source... Twin City property taxpayers... pay debt service on millions
of dollars of bonds that have been issued to build metropolitan airports. They
have every right to protest against using their share of 'users' taxes to pay for
state debt after 1957 (when the original $650,000 bond issue for construction was
to be paid off)... There exists a small and insistent minority that will demand
unlimited expenditures for their special benefit. The general taxpayer should
not be burdened for the pleasure of a few citizens or for the economic advantage
of a special group, except for the early development of such activity (aviation)."

Conclusion

Obviously, views differ~-both on the merits and fairness of aeronautics taxes
and on the uses to which the proceeds are put.
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Pe 3 = 1 particularly like the second parapreph. Add to it the first sentence in
the third paragraph and throw out the rest about good
The next section is labeled THE OCCUPATION TAX ON IRON CRE | it's about TAXATION
ON IROKN MINING so I would suggest thet switch in heading and right below it a
paragraph added: Iron rirrr; compenies in Minnesota today pay 3 kinde of state
and locel texes: Lie cccupation tax and the royalty tax colleected on the state

tax collected on the local level.
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PROPOSED DISCUSSION OUTLINE ON AMENDMERNTS

AVMENDMERT I

Goal of meeting (Discussion leader)

To resch consensus on whether to support or oppose amendments I and TII.
An alternative of course is to neither support or oppose,

Introduction

A study of the Taconite Amendment is of great interest to all of us be-
cause of the heated controversy which has raged about taconite for so
long, It is a problem which affects each of us because it affects the
health and economy of our state. This study wes undertaken because of
our current agenda item, "The INV of Minnesota will work for smendments
to improve the state constitution.”

The resource leader would then briefly explain the statute and the pro-
posed amendment (pe 6 & 7)s Then she might wish to do a brief taconite
tax summary, perhaps using a chart from the bottom of page 5 and the

top of page 6, stressing the ocoupation and royalty taxes, since these are
the only ones which would be affected by the amendment.s This is purely
factual information, and you may &t this point wish to refer to the natu-
ral ore tax policy (pe. 3) and also to the publication, Minnesota Taxes
Established by Constitutional Revision., Perhaps a brief word here, too,
about the political background.

Discussion leader then takes over and makes sure all gides of the issue
are brought out on the following main pointss

(A) The economic considerations,
Provocative Question: If the Taconite Amendment is passed, and
new taconite plants are built, what difference would it make tos
(1) statewide business climate?
(2) The average taxpayer in Minnesota?
(3) Unemployment on the iron range?

Tax policy considerations.

Provocative Questions What difference would passage of the
Taconite Amendment make in the local property taxes paid by
the people living on the iron range?

How important do you think the "natural heritage doctrine" is
in relation to the mining and taxing of taconite,

Constitutional Considerations.
Provocative Question: How much weight do you think should be

given the argument that the constitution should be a broad ba-
gic document?

IV. Summary

When you are convinced that all sides of the issues have been aired, at-
tempt to seek an area of agreement. See section labelled BOTH AMENDMENTS.

AMENIMERT II

Suggestions for discussion meetings:




Pe 2

The Resource Leader might briefly paraphrase the 8 suggested changes and men-
tion that these presert provisions are all obsolete - no policies or actions will
be changed under the new wording.

Then your Discussion Leader might take over and say something likes
Since nothing will be changed, it comes down to a guestion of whether or not it

is advisable to remove the "deadwood" from the Constitution, and what, if any,
effect this might have on increasing or decressing the chances of major consti-
tutional revision in the future. During the discuseion, you may find concern ex-
pressed about the constitutionality of combininjg 8 changes under one amendment,
At this point your Resource leader will refer to the footnote on pege 1. There
may be concern about the reapportionment section of the vote for womeny geoctiong
here again, your Resource Leader will come to your rescue. You as Discussion
leader will be seeking Ho evaluste whether or not there is any group feeling on
the advisability of supporting or opposing this amendment.,




(your League) (support, oppose, take no stand)

(use back of this page for full explanstion)

wishes to Am
gue) (support, oppose, take no

(use other side)

Send pour unit consensus 0
ptate league the composite ¢
of agreement; eny signigicant minority and most important FII
Why did your unit wish to support or oppose this aﬁendment“ Why ild your unit
wish to take no gtand? Was the dlscuss10n complete and thorough? Do the members
feel strongly about this agreement? Or wasit kind of casual? Or were you split
down the middle? How about taking no stand - doing Voters Sexrvice iﬂbtead. This
information will be of great help to your local and state Boards in trying to
plan your future in the 1964 smendment world, and we thank you in advancelll

your leeal League Board which will send on to the
of tninhing in your whole Leagne. T'wcvt any *rscs
; IN THE WHY 3KCTION.

wishes to ___ Amendment #1l.
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The 1963 Legislature passed a law (Minnesota Statutes 1963, Chapter 81)
declaring its policy on the taxing of taconite and semi-taconite iron ores. It
also passed & bill proposing an amendment to the state corlstitution which would
prohibit the amendment, modification or repeal of this law for 25 years. This
bill will appear as Amendment I on the November 1964 ;.-a-,..-_}_ot.

If Amendment I should fail to be ratified by the voters, the statute would
utll.l r\.i;:.‘ ._I.' t_..'_feetu

DEFINITIONS

given the original iron formation in Minnesota (erroneously
to have been of 'Iu.comc or Cambrian age). This fHformation
hard rock containing > iron in fine particles imbedded in

he rock. One author d‘—SCI‘ZLL’;'; Minnesota's iron formation as a loaf
of raisin bread, the raisins representing Ioclfc,to of high grade ore.
The bread in the loaf would be the tacomite. Minnesota's supply of
taconite-bearing roeck is so extensive that accurate estimates are
difficult to make, but the SPate Division of Lands and Minerals
calculates that we have 50 billion tons of taconite which can he
concentrated by present methods.

I-TACODNITE -~ An intermediate quality iron Jre which is processed in a manner
similar to taconite.

L..o‘bl'.: 01' the sbove are legally defined in Mimnesota Statutes 298.34-.39.
11111:3.01'",, while quite technical, are sufficiently vague that
-c.«.l ,_4_{:1"6_; ._,\,—HL.‘JL. Judicial ‘v:l.u 2y be required to determine
be considered semi-taconite.
An ore consisting of relatively large particles of iron imbedded in

&

goft, earthy material, It can be upgraded by washing or crushing,

NEFICIATION - The process of treating ore to separate the fine particles of iron
from the rock (developed by Dr. E. W. _mv:!., at the University of Minnesota).

HISTORY

Mimmesota's first iron ore deposit of CO.:L..\._'CJ.W._ quality was discovered in
1875 at the site of the present Soudan Mine on the Vermilion Range. The first ore
was shipped out of that northern wildernmess in 1884, Years of intensive mining on
the Iron Range have depleted the basic ore formation by only 5%, but the cresam of
the ore is gone. The remaining basic iron formation, called taconite, is left.

For many years taconite was considered worthless. However, after lengthy
experiment--primarily at the University of Mimnesota--a commercial method to bene-
ficiate the ore was developed. As natural ores have been depleted, taconite has
become increasingly important to the economic well-being of the Iron Range

The hard black taconite pellets are the result of a multi-step process which
begins in the open pit mine. A jet piercing machine using oxygen and kerosene to
create a flame over 4000 degrees Farenheil bores a hole LO feet deep in the flint
hard rock. A charge of dynamite blasts loose the rock, which is hauled by truck

moth crushing machines where the rock is crushed in four stages into
paller than 3/4 inch




Water is added, and the rock is ground between tumbling steel rods and balls
until it becomes a talcum powder<like sand. Particles containing iron are mag-
netically separated from the waste sand, a stepp which 1s repeated until the ore
is sufficiently concentrated to be used in blast furnaces. Filters then remove
most of the water from the concentrate, which has the consistencw of a heavy, black
mud, and the concentrate is rolled into small balls called greenp pellets. After
baking in furnaces which generate temperatures up to 2400 degrees Farenheit, the
hard pellets are suitable for shipping and for use in the blast furnaces,

This process begins with three tons of crude ore and results in two tons of
waste sand one ton of pellets. These pellets contain sbout 62.5% iron and 8%
silica. The average content of natural Minnesota ore in 1959 was 51.5% iron and
8.9% silica. According to Fred Defancy, Head Metalurgist for Pickands Mather and
Company, pelletizing increases the effieiency of blast furnaces about 50%.

TAXES

Natural Ore Policy

Through the years Minnesota developed a special formula for the taxation of
natural ore. Years of controversy resulted in the passage in 1922 of the Iron Ore
Occupation Tax Amendment which still governs taxation of ore.l The Occupation Tax
is levied on the value of the ore at the mine after deductions have been made for
the costs of mining, It threfore combines some of the features of an income tax
with those of a production tax. Because mining companies pay this tax, they do not
pay Minnesota Corporation Income Taxes, but taxes paid under the Occupation Tax are
substantially higher than they would be if the companies paid state income taxes.

Besides the Occupation Tax mining companies pay Royalty Taxes--a tax on the
fees they pay for leasing mineral lands they do not own.

Mining companies also pay local property taxes. The determination of property
taxes for mining operations presents speclal difficulties in terms of evaluation she
and assessment because the property includes both the mine buildings Ad and equipment
and the reserves of ummined ore. It is generally agreed that iron operations are
assessed by municipalities at a higher rate than other property.

Minnesota's iron ore tax policy was developed during the years when the state
was the major source of iron ore. When iron ore customers had no place else to go
for ore, the state could tax producers at a higher level than other industry. This

led to the situation today where iron ore companies pay state £ taxes about three
times higher on natural ore operations than the state income taxes paid by other
kinds of businesses in Minnesota.

In recent years Minnesota's position as an iron ore producer has changed radically,
Because iron ore of superior quality and structure is available from dozens of dif-
ferent sources; Minnesota is no longer the major supplier of our natioh's iron ore.

Jaconite Tonmage Tax

In 1941 the legislature passed the Taconite Tax Law to encourage construction
of lerge plants necessary to process the iron-bearing rock. This law provides that
all plants, equipment and active taconite mines are subject to a tomnage tax rate
IN LIEU of local and state property taxes. The tonnage tax rate is 5 cents per ton
of taconite concentrate produced with an iron content of 55% or below. One-tenth
of one cent is added for each one percent of iron content aboit 55%. Thus a ton of
taconite containing 60 percent iron would pay a tax of 5.5 cents. A nominal state
tax on reserve property not presently in use is also charged,

1. GSee Minnescta's Constitutdonal Taxes, LWV of 1963, for full explanation
of Iron Ore Occupation Tax.




The Taconite Tonnage Tax is distributed to the various districts where the
mining and concentration operations are d codducted or the taconitd lands are
located, as follows:

22% to the city, village or town
50% to the school district

22% to the county

6% to the state

This provides a degree of compensation for the loss of local property taxes,

Speclal local taxes are paid by the taconite facilities now in operation under
special acts of the legislature for such items as payment of bonds or Certificatds
of Indebtedness issued by the local school districts, and for certain village im-
provements, such as sewage and water facilities. In additbn to the costs imposed
by these special taxes, Reserve Mining Company and Erie Mining Company have paid
voluntarily the full ordginal costs of streets and alleys in Hoyt Lakes, Babbitt
and Silver Bay,

Taconite Occupation Tax

An Occupation Tax is also paid on taconite, but the rate is 129 instead of the
{ on natural iron ore. Deductions from thb Cecupation Tax for mines with high
are allowed in the form of labor crddits, For nstural ore the credit
n large. In 1960 it amounted to 0.67%; leading to an effective tax rate
Tor taconite, the occupation tax g can be reduced by labor credits to
iich is favorable for the industry.

\ portion of the Occupation Tax (25% of the total, not to exceed 5 cents per ton)
is returned to the various local govermments as follows:
25% to the city, village or town
50% to the school districts
25% to the county

Taconite Roydlty Tax

All royalties paid by mining companies to the owners of ore-bearig property are
subject to a Hoyalty Tax. In the case of taconite, the Royalty Tax is computed on
the value of thepelletized ore. In 1959 the legislature granted that the same labor
credits that apply to the Occupation Tax also apply to the Royalty Tax.

Generally, mining leases require that all taxes are to be paid by thep =n
operator. This makes the Royalty Tax a tax on the mining company and not the land

owner.

Paconite Hail:

Because the different operations (ulnnu{ erushing plants and pelletizing plants)
are often far apart, taconite companies need inter-plant railrcads of considerable
length., Both Reserve Mining Company and Erie Mining Company have over 70 miles of
such track.

The Taconite Railroad Tax law made these railroasds subject to the same tax as
the common carrier railroads in the state. The Taconite Railroad Tax is distributed
to the state and local communities in which the railroads are operated in lieu of
property taxes. This tax is computed at 5% of an imaginary gross earnings, which
is figured by multiplying the tons of taconite concentrate shipped times the regular
shipping rate which would be paid to commercial carrier railrocads. In other words,
the taconite companies are taxed on their own railroad operations as though they
were being hired to haul the ore.




The taconite industry is subject to four state taxes:

Taconite tonnage Tax (5 cents per ton base)
Taconite ( ccuidtlo! Tax (12% minus labor credits)
Taconite R : (127 minue labor credits)
Taconite Railroad Tax (5% of gross earnings)

revenues from these ta were:

Taconite

Taconite Lccu-ati&a

i:’:lCOI_ilt:l -Lu‘ ":..lt‘} »

IROCHRRN BatATORE T 71,795
Total State Revenue $2 , 906

VO,G201

tax pe

Taconite Tonmage T
Taconite Occupation
Taconite Royalty Tax
Taconite Hailroad Tax
Total State Tax per ton
average total of state and local taxes on a ton of natural ore was $1.47

in l{‘)):-‘; .

POLITICAL BACKGROUND

Politically the taxing of taconite has been a controversial issue. Both
lo

political parties support continuing devel nt of the industry, but have differed
in methods of encouragement. The state ue;uplican party has for some time approved
giving constitutional guarantees. Traditionally, the Democratic-Farmer-Labor party
has oppogdd constitutional amendment, ultnovLI it did not oppose :tatutory conces-
zion“ This is not as simple a hjllt along party lines as it would appear Pro-

onents and opponents crossed party lines depending on many factors, such as
Jccu#ati n, govermmental philosophy or uror“-; iical location. In February of 1963
the United Steelworkers' Union, a powerful long-time foe, gave its approval to a
self-limiting amendment, and the statute and }"‘o sed amendment were passed by the

gislature in March with little debate, In May the DFL State Convention, after
much discussion, ;asaLd & resolution te 5u1;0~t the amendment, provided steel

and unequivocal in their promises of l..Laxﬂt. construction.
s most vocal opposition to the amendment.
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statute--Chapter 81, Laws of Mimmesota, 1963--states in brief:
The combined occupation, royalty, and excise taxes to be pald by taconite
or semi-taconite ¢ corporations shall not exceed the greater of (a) the
amount computed under r,ascnt (1963) law or (b) the amount which would
be payable under laws applicable to manufacturing corporations as such
laws may be amended from time to time.

In other words, the taconite industry is to be taxed as it is presantly,
or in the event that the general level of corporation income taxes rise,
taconite CUF}U;mtiOﬂu are to be given the same trdatment as all other
manufacturing corporations.




Income from the tax shall be apportioned as specified by law.
Taxes imposed in lieu of real or personal property, the Tomnage Tax and
the Taconite Railroad Tax, shall not be considered to be within thef
meaning of this statute,

Taconite and semi-taconite shall have the meaning as defindd in Minnesota
Statutes 298,34, -, 39.

cment prohibits the amendment, modification or repeal of Chapter 81
for 25 years. IU also authorizes the legislature to impose limitations on the
taxes to be applied to copper, copper-nickel or nikkel for a period of 25 years.

MLy

THE ISSUES

Economic Considerations

ol of thc C].'u.&-?’;dflm.w feel that its passage will open the way for new
and additional investments in Minnesota taconite, adding to the $600 millimn already
invu-...a,c:i and to the mors than 5,000 jobs which have already been provided in

1esota's three existing taconite plants.

Two more taconite plants are being planned for Minnesota now. Proponents say
the new year-round Jo'b_ they willi create and the millions of dollars they will pump
into ¥ ohr state's economic bloodstream hinge on passage of the amendment. The
entire state, not Just northeastern Mimnesota, will benefit from passage of the
taconite amendment, since the resulting new investment, payrolls and purchases
will contribute to a healthy, stable state economy and declining relief rolls.

Opponents deny this, They believe that the industry has already examined the
economie factors, such as market demands, transportation costs, wmarket locationms,
labor costs, raw material reserves and cwrrent tax structure and publicly announced
plans for construction of taconite plants. They believe that, in light of increased
automation, the nugber of jobs will not be sufficient to justify putting faulty
policy into the constitution.

Proponents of the amendment admit that the tax rate is very favorable today
because of labor credit deductions, but they assert that as production costs are
reduced, by automation and improved methods, the cost of laber will decrdase, credits
will become smaller, and the Occupation Tax ratemay rise to the maximum 12%.

v/

Opponents feel a major argument for the amendment and certainly a factor in
the Steslworker's change of attitufie, X the "creation of jobs on the Iron Range,
loses some of its salience if tax rates must not be inereased because lower labor
costs (or less jobs) will mean, in effect, a higher tax.

Advocates point out that Minnesota is attempting to compete in the iron ore
!zr.a;r‘}_e,u, and even its taconite plants are experlencing fierce competition today.
Huge taconite plants have been and are being built in other states and nations.
More will be built - somewhere. Minnescta wanbs those uncommitted projects to be
located here and is competing for hundreds of miliions of dollars of :ﬂ._w,dtl went in
new and expanded taconite facilities. But investors=-insurance companies, steel
companies, investment bankers--are reluctant to invest further in Minnesota taconite
,Irujoc.to because there is no assurance that Mimmesota will not shift the iron ore
tax burden from natural iron ores over to taconite operations once the taconite
plants have been built., The importance of the amendment as a symbol of a new and
favorable tax climate for investors should not be underestimated.




Opponents of the amendment say that the tax revenue lost by continuing a low
tax rate after the industry is t;'::-.'—t:n.ullf..hed will have to come from non-mineral sources.
If individual and corporation income taxes, statewide property taxes and excise taxes
cannot bear this load, cutbacks in education and other state programs wuld be necessary.
m™

They feel it is unwise to extend to a mature industry, concessions provided in its

o

infancy.
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Regardless of taconite revenues, the state income ¥£ from taxes on natural iron

ores will decrease in the fwlre future because of substantial depletion of high grade ores
Frerdyree during tu.;—: next 5 to 7 years.

Becauee of the complexity of the specific taxes :-‘. wise to review the
statute and amendment to show exactly how they will fe he state policy on
taconite,

First, the Taconite Tonnage Tax would not be affected by the amendment because
it is a tax in lieu of state and local property taxes. This protection afforded
the industry from high local property tsax“r' udr the 194] Taconite Law would conbtinue
to be statutory Also unaffected by the amendment would be Taconite Railroad Ta:
which falls under the constitutional rrow.u-mr; for a 5% reilroad gross earnings tax
in lieu of property taxes.

€ Occupation Tax and Taconite Hoyalty Tax, both levied on the v:-‘.luce
the ore, are includ.ud in the provisions of the statute and amemh;xent. The 12
‘) &

d be frogen for 25 years. The me t"‘OJo of co*mlutin_ labor credits wC’U..'_kl

remain "ﬂc*wnucd, but since variable factors are >1 ,& in these formulas,
actual amount of labor ersdit could vary myes

'he proposed amendment will not lower present taxes on taconite. It pr ovici.:;s
hose taxes can be raised when and if taconite companies would pay highex
taxes under the state corporate income tax laws than they do under the Occupation
and Royalty tax.

that

nents of the amendment point cut that mining companies have been assessed
since 1921, and this amendment would reverse a L2-year policy that
these extra #4d taxes have been justified under the natural heritage doctrine. That
is, mining removes from the state an irreplaceable natural resource, and an industry
thet which exhausts a resource should pay more taxes than one, e.g., & manufacturing
plant, which does not.

Advocates of the amendment feel that td,CC.-ﬂ.ltv should noet be considered under
the natural he _twc. thx.ory gince it is actually a manufactured ore. Some tax
experts feel that because the taconite inc Lu..,txﬂ« is characterized by its processing
facilities, it should be considered a manufacturing rather than a mining industry.

Constitutional Considerations

Although constitutional a.uthol‘i‘bics are unanimous in stating that special tax
laws do uut b ,loz.g in a constitution, all the states have such provisions and many
are g continuing to add them. The T.Lnleaota constitution already contains six
sg-ecim tuck,.,

Railroad Gross Earnings

Iron Ore Occupation Tax

Gasoline Tax for Highway and Airplane Us
Tax on Timber Yield

Motor Vehicle Tax

Alr Carriers Flight Property
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AMENDMENT II

The second of the two amendments to be voted on at the November 1964 election
would remove from the state constitution eight sections which are considered obsolete.

BACKGROUND

This amendment originated with the Minnesota State Bar Association which brought
it to and supported it through the last legislatiwe aession. The bill proposing the
amendment (S5.F, 222) was the work ;of a Bar Association constitutional revision
committee which tried to limit its propeosal to noncontroversial obsolescenses.

Although the Bar Association's bill called for eight separate amendments,
the measure was changed by the legislature to a single amendment with eight sections.2
Taconite-amendment supporters particularly were anxious that the election ballot
not be cluttered with a number of proposals.

Organigation support of the amendment, at this early date, is limited to the
Bar Association. Thus far no group has taken action to oppose the amendment.

THE AMENDMENT

The eight provisions considered to be obsolete either because of the passage
of time, the lack of use or the supersession of later or higher laws are listed
below/ .

1

The first alteration affects Article IV, Section 2, daaling with the legis=
lature and apportiomment. It calls for removal of the words "exclusive of Indians
not taxsble under theprovisions of law'" used in reference to the minimum number of

inhabitants which each legislator may represent (5,000 for Senate, 2,000 for House).
This provision has been made obsoletd by the facts that Indians as a class no longer
are "not taxable" and that Indians are included in census figures determiding the
gize of a legislator's district.

This deletion also was recommended by the 1947 Constitutiomal Commission of
Minnesota (hereafter referred to as MCC) "upon the assumption that it serves no
purpose and is no longer necessary." Other obsolete references to Indians, super-
seded by the fifteenth amendment to the U. 5. Constitution, were removed from the
constitution by a 1960 amendment.

-

=== The-geeona—alberation

2. There was some question during the session whether a single amendment would be
consistent with the constitutional requirement "if # two or more alterations or
amendments shall be submitted at the same time, it shall be so regulated tha the
voters shall vote for or agdinst each separately.'" Legislative choice of a single
amendment was based on a Minnesota Supreme Court decision, in the case of Peter
Fugina v. Joseph Donovan, relative to & 1960 amendment. The amendment, which the
court approved but the voters later failed to pass, proposed 1) extension of the
legislative session, 2) that legislators be allowed to seek other office and 3)
new bills introduced after the 70th day of the session be authorized by the legis~
lature, The court sald then, in reference to a 1932 decision, "The ... view, adopted
by this court in Winget v. Holm ... is that propositions that might be submitted
geparately may be submitted in a single proposal if they are rationally related

to a single purpose, plan, or subject.” (259 Minn. 35)

The legislature construed the eight sections to be one subject, the subject
being obsolets materilal.




The second alteration is proposed for Section 7 of Article IVW which concerns
legislative cu‘ﬂquatlon. In the sentence "The compensation of senators and repre-
sentatives shall (be three dollars per diem during the first session but may after-
wards) be preseribed by law," the words which are enclosed in parentheses woid be
removed., Also recommended for deletion by the MCC, this phrase no longer is necessary
since it z#feres refers only to the first legislative session.

(3)

ange, again in Article IV, is to be made in Sectbn 23 which refers
to a s € census The legislature has not called for a state census since 1905,
relying tc¢d on federal census figures for apportiomment of legislative and
congresdior districts. This amendment willmake state census emumeration permissive
rat'cr than La“aatofy The alteration is quoted below with new words underlined

1 deletions in parentheses,

provide by law for an enumeration of the inhabitants of this State
one thousand d eight hundred and sixty-five, and every tenth year
At their first session after each enumeration so made) and also have
e power at their first session after each emumeration of the inhabitants of thi°

utht< made by the authority of the United States, (the legislature shall have the
;owv&) to prescribe the bounds of congressional, uunitoriaL and representative dis-
tricts, and to apportion anew the senators and representatives among the several
districts according to the provisions of sectkon second of this article.

ENSUS fEUK RATION; APPORTIONMENT.) "Sec. 23. The legislature shall have

The MCC recommended a different treatment of this obsoclescence, but the effect
of this proposal and the MCC recommendation is the same; i.e., state census taking
shall be 1bruiu:1vh.

While this provision is more unenforced or ignored than obsolete,it must be
pointdd out that there never has been strong eriticism of the legislature's over-
looking the state census. Forme UulVgIbitJ of Minnesota professor William
Anderson, in his still invaluable 1927 Minnesota lLaw Review Article "The Need for
Constitutional Revision," wrote, "State censuses we never were highly accurate
because of a failure to provide adequate funds and also because of the selection
of the emumerators primarily on a political basis.'

(4)

The fourth part of this amendment would delete Section 26 of Article IV which
alls for U.S5. Senators to "be elected by the two houses of the legislature in
oint convention ..." This section was made obsolete by the 17th amendment to the

5. Constitution which says, in part, "The Senate of tna Uaited States shall be
composed of two Senators from each State elected bythe people, thereof ..." The
MCC also recommended deletion of this section.

c
4
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u.

(5)

The fifth change, the last in Article IV, is in Section 32(b) which deals
with the Internal Improvement Land Fund. The Internal Improvement Land Fund was
established by an 1872 constitutional amendment (Section 32 _7) to receive the
proceeds from the sale of 500,000 acres of land granted to the State of Minnesota
f by the federal govermment for the purpose of inmternal improvement.




'he proposed amendment would delete from Section 32(b) the following words:
to
onging £¢ the Internal Improvement Land Fund shall
ted fo_ any purpose whatever until the enactment for
been approved by a majority of the electors
ta e voting at thc ammual general election following the
ge of the act.'

Deletion of this paragraph would appear to free the legislature to appropriate
the principal of the Internal Improvement lLand Fund as it chooses. It should be
pointed out, however, that remaining in Section 32(b) is this sentence: "All
moneys derived from the sales of said lands shall be invested in the bonds of the
United States, or of the State of Mimnesota issued since 1860; and the moneys so
invested shall constitute the Intermal Improvement Land Fund of the State." This
would seem to be adequate safeguard that the fund will remain until the voters
approve & change,

It also should be noted that the interest from the Internal Imrpovement fund
has been con stz%utiOﬂul;J dedicated to some sort of highway or road and bridge fund
since 1898. At present Artlele XVI, Section 7, dedicates to the county state-aid
highway fund "all mo”evsl accruing from the income derived from investmens in the
internal improvement land fund."

The words to be deleted are considered obsolete because they were inserted
into the constitution for a specifiec purpose and that purpese has been achieved.
This paragraph was included so that the internal imrpovement fund could not be
used to pay off the Minnesgta Railroad Bonds without an election of thepeople. That
election was held in 1882.7 A brief history might be helpful to an understanding
of this situation.

In 1866, a previously overlooked federal land grant was discovered. The
discovery came at a time when state officials were looking for a way to redeem the
1858 railroad bonds which the state had issued to finance much-needed railroad
development. DBefore the bonds were issued, voters had been unwisely assured by
many leaders that the state could back the bonds with its "eredit" and that such
eredit would never involve actual money.

When the railroads defaulted on payments, largely due to an economic downturn,
many responsible leaders felt that the state was obligated to redeem the bonds and
many also felt that the federal lands should be used for this purpose. But a majority
of the voters did not agree.

Two attempts to get voter approval to sell the federally granted lands falled
to pass because voters wanted to be certain that the proceeds would not be used to
honor the Hamd;. The paragraph now to be deleted, which required wvoter approval
before thc i: rnal improvement fund could be appropriated was the key to passage
of the present J(ction 32(b) in 187

In 1881, the Minnesota Supreme Court indicated that it felt the bonds were
state o:li;at_cnf and woilld have to be paid. Rather than be taxed, the voters
ratified a bill providing for payment of the bonds from the Internal Improvement
Fund. The railrcad bonds reduced the fund by 2,628,000,

refers to principal
Moneys refers to interest
lhe 10@L 196/, amendment refers to this election as being in 188L4L. William
atta Folwell in his History of Minnesota indicates it was held in 1882,
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the fund amounts to about $419,000. It grows about $3,000 to $5,000
a year, interest, dedicated by constitutional amendment to the county state-
aid fund, amounts to about $12,000 per year.

of the internal improvement fund provision with the provisions on the other state
trust funds, Its proposal provided that the net proceeds, i.e., the sum remaining
after deduction of costs of administration, remain a "perpetual trusty fund and
that the interest on the fund be appropriated "as provided by law."

(6)

The sixth prop osed change, this time in Article V, Section 4, would remove from
a statement gubernatorial appointive powers the r\f’flcro of state law librarian.
The Judidary Amendment adopted in Novemk 956 gave thepower of appointing the
law librarian to the Supreme Court (see wuct‘ozr 2 of Article VI) as had been recom-
mended by the MCC.

recommended deletion of the entire Section 32(b) and consolidation
ye bzl

: m would remove from the constitution Section & of Article VII which
limits women's suffrage to school and library elections. This provision was super-
seded by amendment 19 of the U. 5. Constitution which says, in part, "The right of
citizens of the United States to vote shall not be denied or abridged by the United
States or by any State on account of sex." Section 8, which usually is omitted from

printed text of the state constitution, now reads:

"See, 8. Women may vote for school officers, and membersof library boards
1l 'l‘a_l be eligible to hold any office pertaining to the management of
hools or libraries. Any woman of the age of twenty-one (21) years and
upward, and possessing the qualifications requisite to a male vote, may
vote ab any election held for the purpose of choosing any oi‘;ica* of
schools, or any members of library :oams, or upon any measure relating
to schools or libmaries, and shaﬂ be eligible to hold any oi’ficc;- per-
taining to the manag hmurt of schools and libraries.’

2
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reconmended this deletion.
(8)

'he elghth and last part of this amendment affects Article VII, Section 9,
dealing with the o*“'icial state year. The amendment proposes dcletlon of references
to elections of 1884, 1886, and expiration of terms in 1887. A similar change was
proposed by the MCC.

1 is
quoted

/( /OFFICIAL YEAR OF THE STATE / "See. 9. The official yvear for the State of Minnesota
“shall commence on the fix o't Monday in Jar ;di.il}'il’l each year, and all terms of oi‘fice,
shall terminate at that time; and the general election shall be held on the first
Tuesday after the first Monday in November, (tn- first general election for State
and county officdrs, except judiclal officers, after the adoption of this am\,ndmwni:
shall be held in th a, year A.D. one thousand eight hundred and eighty-four /188L4/,

nd thereafrer) The general election shall be held biemnially in seach even numbered
year. (All state, county or other officers elected at any general el lection, whose
terms of office urould otherwise expire on the first Monday of Jammary, A.D. one
thousand eight hundred and eighty-six /1886/, shall hold and continue ;Ed in such
offices, respectiv ely, untdl the first uondw in January, one thousand eight hundred
and eighty-seven//1887/.)
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TOs

FRM: League of wWomen Voters of Minnesota
Mrse William Whiting, President

Next November you will be expected to vote on the two amendments to our state
constitution - the taconite amendment and the obsolete provisions amendment,

To help you cast an informed vote we are enclosing a copy of the latest publi-
cation prepared for the members of the League of Women Voters of Minnesota on
these two ballot issuese This information is basic to the issues, states per-
tinent facts and gives the pros and cons so that you will have accurate infor=
magtion on which to base your judgment of these amendments.

We have a limited supply of this publication for sale at 10¢ a copy through
our state office,
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Dear Mrs. Whiting:

I have received the pamphlet entitled "Proposed
Amendments to the Minnesota Constitution - 1964
I want to commend you on an excellent job.

I have read over the provisions that deal
particularly with the Taconite Amendment.

I am quite familiar with this, having followed
it in the legislsature and having been involved
in some of the controversy concerning the
question of opposition or support to it.

I believe that the League has performed an
outstanding service by bringing a very compre-
hensive and accurate statement about the problem
into this form.

With best wishes. L~
— —Sdneerely,




i nD \ -
JOSEPH E. KARTH i\ At - COMMITTEE ON
4TH DISTRICT, MINNESOTA by SCIENCE AND ASTRONAUTICS

426 House OFFICE BUILDING CHAIRMAN, SUBCOMMITTEE ON

CAPiITOL 4-3121, ExT. 6631 @ﬂngregg Uf tbe mniteh %tates AS;::ECSECC:E;JECSEEi;l;g

BHouse of Representatives
Washington, B. €.

March 3, 1964

Mrs. William Whiting, President
League of Women Voters of Minnesota
State Organization Service
University of Minnesota
Minneapolis, Minnesota 55455

Dear Mrs. Whiting:

Thank you for sending me a copy of your latest
publication prepared for the members of the League of Women
Voters of Minnesota.

I always appreciate learning of the peoples'
interest in good government, and no one's record is more
eminent in this regard than that of the League of Women
Voters.

Thanks again, and with best wishes, I am

Sincerely yours,

oseph E. Karth







League of Women Voters of Minnesota, State Organization Service, University of Minn.
Minneapolis, Minnesota 55455

Release: April 10, 1964
Mrs. William Whiting, President
622 East School, Owatonna

League announces stand on
Taconite Amendment (No. 1)
and on Amendment /2

Following intensive study of the complex problems surrounding the Taconite
Amendment, the League of Vomen Voters of Minnesota will support passage of this
amendment. The possible economic benefits to the depressed areas of northeastern
Minnesota and ultimately to the state as a whole were primary reasons for the
decision to support the amendment. These factors outweighed constitutional
considerations.

The League of Women Voters of Minnesota strongly supports Amendment #2.

This amendment would make several long-overdue improvements in the Constitution.

We will work actively for the passage of both of these amendments.




WHEELOCK WHITNEY
110 SoUuTH SIXTH STREET

MinNnEAPOLIS 2, MINNESOTA

April 24, 196U

Mrs. William Whiting
Owatonna
Minnesota

Dear Mrs. Whiting:

I am getting caught up on some back mail --- so this is
somewhat OJt of date --- but just wanted you to know how
happy I was to see that the Minnesota eague of Women
Voters decided to support and work for the Taconite

Amendmer

It is doubtful that even the most ardent supporters of
the Amendment (of which I am one) would allow tna+ t
.
M

1
1s perfect, but there is no doubt in my mind but wha
the pluses far outweigh the minuses in what it can
do for the state of Minnesota

I am glad that your organlzation --- whose opinion
means so much =-=--- has been willing to stand up and
be counted on this important issue.

Sincerely,

Wheelock Whitney
vak
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Citizens’ Committee

for the

TACONITE AMENDMENT

735 Soo Line Building ® Minneapolis, Minnesota 55402 ® Tel: (Area Code 612) 339-1429

Rita F. Shemesh, Executive Secretary
: o
April 2, 1964

Mrs. E. C. Williams, Executive Secretary
ILeague of Women Voters of Minnesota
Social Science Building

University of Minnesota

Minneapolis 14, Minnesota

My dear Mrs. Williamssz
We are seeking your endorsement of the Taconite Amendment #1

which will be on the Ballot at the next general election on Novem—
ber 3rd.

As you are undoubtedly aware, a citizens! committee has been formed
to help inform voters of the importance of this Amendment for the
Lrosperity and welfare of all Minnesotans. The make-up of the
committee is, in that sense, a non-partisan one with e}ery effort
Tade to stress the genuine breadth of the complete bi-partisan support
for this Amendment. An explanation of the Amendment is enclosed.

he Taconite Amendment is a sound and sensible reform. It
would establish a policy of not taxing the taconite and semi-
taconite industry more heavily than other Minnesota corporations.
;t‘woyld guarantee for 25 years a tax equality to the taconite
industry.

If we are to utilize our natural resources to their best
advantage and compete favorably with the taconite industry in the
Unitgd States and Canada, if we are to keep our economy sgund and
provide jobs for those in the mining industry - especially in
northeastern Minnesota, then it is essential to rass this(&mendment.

We urge the League of Women Voters of Minnesota to Join in this
broadly based effort, to adopt a resolution in terms similar to these
explained in the specimen herewith, and to overcome what will be
our greatest obstacle - general apathy of uninformed voters. Amend-
ments need a majority of all votes cast in the general election -
not on the amendment itself. It is the responsibility of all
legdlng citizens of Minnesota to assure the passage of this import-
ant amendment to our state constitution.

See Reverse Side for Organizations Endorsing Taconite Amendment #1
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CITIZENS' COMMITTEE FOR THE TACONITE AMENDMENT #1
735 Soo Line Building, Minneapolis, Minnesota 55402
Telephone: 339-1429

QUESTIONS AND ANSWERS ON THE TACONITE AMENDMENT #1

1. WHAT IS TACONITE?
Taconite is the name given the basic Mesabi iron formation in Minnesota. The
formation is a flint hard rock containing 20-307% iron in fine particles imbedded
in rock., The Division of Lands and Minerals calculates that we have an excess
of 60 billion tons of taconite which can be concentrated by present methods.
This is a staggering figure comparing it with the total of 2.5 billion tons of
natural iron ore that has been mined in Minnesota up to the present!

2. WHAT ARE THE PROVISIONS OF THE TACONITE AMENDMENT 17
The proposed constitutional amendment provides that a law (Minnesota Statutes,
1963, Ch. 81) stating Minnesota's policy regarding taxation of taconite mining
companies will not be "repealed, modified, or amended" for twenty-five years.
The statute establishes a state policy of not taxing the taconite and semi-
taconite mining industry more heavily than other Minnesota corporations. It
is not a tax cut, nor a tax freeze; and it does not establish a ceiling on taxes
levied against taconite mining companies. The law provides that taxes for taco-
nite and semi-taconite will not be increased unless the amount that the mining
companies would pay if they were taxed under the corporation income tax law were
to go up. That is, if the tax on other manufacturing industries is raised up
to, and above, the level of taxes now paid by the taconite mining industry, the
taxes on taconite mining could also be raised apace. It is important to remem-
ber that the amendment does not limit the so-called "taconite tax" of 6¢ per
ton. Nor does it affect the taconite railroad taxes and various local taxes
paid by taconite companies.

3. HOW ARE TACONITE PELLETS MADE AND WHY ARE THEY IMPORTANT?
To make taconite pellets, the taconite rock must be crushed and ground to a fine
flour-like powder. The fine particles of iron ore are separated from the waste
rock by magnetic separators. Following the magnetic separation, the iron con-
centrate is fed in balling drums where the pellets are formed. The last step in
the process is to harden the pellets in large furnaces so that they will not
break in shipment.

Taconite pellets are in great demand by steel makers because they contain
high iron content and the little round porous ball increases the efficiency of
the blast furnaces. The use of pellets makes one blast furnace do the work of
two furnaces using natural iron ore.

4. WHY IS THERE A NEED FOR THE TACONITE AMENDMENT #1 AND HOW IS IT IMPORTANT TO THE
PEOPLE OF MINNESOTA?
Northeastern Minnesota is a distressed area. People are out of jobs, many are
on relief! This is a financial burden to every tax-payer in Minnesota. In ten
years natural iron ore mining will be virtually ended! We must encourage the
utilization of our abundance of taconite by attracting taconite plants that would
create jobs and prosperity. Taconite mining is like a manufacturing operation.
The plants must be operated 24 hours a day, 52 weeks a year to remain profitable.
This industry creates year-round employment whereas natural iron mining was sea-
sonal. Taconite production will add stability to the economy, create year-round
jobs, and give a sharp boost to the depressed economy of northeastern Minnesota.
Without the 25-year guarantee of equitable taxation protected by a consti-
tutional amendment, Minnesota will not be able to attract its fair share of future
taconite plants. These plants cost many millions of dollars (Reserve Mining Co.
spent 310 million dollars on its plant and mine), and the owners and investors
must know that the plant will be profitable for its expected life, otherwise they
will build elsewhere. "The importance of the amendment as a symbol of a new and
favorable tax climate cannot be underestimated.”




5. IF THE TACONITE AMENDMENT IS PASSED, HOW WILL IT AFFECT ME?
If the Taconite Amendment passes, it will pave the way for large multi-million
dollars investments in Minnesota. Construction of new plants will give the re-
gion a much needed "shot-in-the~arm". Hundreds of millions of dollars, and
thousands of jobs will result. The effect of this will be felt throughout the
state -- to the contractor, the merchant, the suppliers, and the farmer -- and
in a significant way to education. Many will benefit directly; others indirectly.
The additional flow of dollars will result in larger tax income from the mining
companies, their suppliers and allied industries, and from their employees. This
will make my area more prosperous, my friends happier, and my taxes lower.

6. IF IT DOESN'T PASS, HOW WILL IT AFFECT ME?
If the Taconite Amendment fails to pass, the economy of Northeastern Minnesota
will continue to stagnate as natural iron ore production declines. There is no
hope that the natural ores from Minnesota will ever again enjoy the preferred
position they once had. If taconite plants are not built, Northeastern Minnesota
will become an economic liability rather than an asset. Tax revenues will have
to be diverted to this area to maintain essential government services, education-
al facilities, and finance growing welfare problems. Already, every taxpayer
contributes to the yearly 7 million dollars spent for relief which will get worse
unless something is done! We must not allow this to happen!

7. BUT ISN'T MINNESOTA'S GREATEST RESOURCE IRON ORE? SHOULDN'T IT BE REGARDED AS A
PRECIOUS COMMODITY?
Minnesota's greatest resource is not iron ore! It is its human resources: its
men, women and children. At this time able-bodied men and women in Minnesota
are unemployed. They need jobs! The more than 60 billion tons of unused ore
are useless under the ground! It is true that for many years Minnesota natural
ore was a commodity in great demand. Today, the situation is greatly changed.
Our iron ore and taconite must compete in a world iron ore market. If it can be
sold it provides employment and prosperity for a large part of the state plus
substantial tax revenues to the entire state and nation.

8. WON'T THERE BE A GREAT LOSS IN REVENUE FROM TAXES TO THE STATE?
As the natural iron ore industry has become competitive there has been a steady
decrease in the production of natural ores, accompanied by a decrease in tax
revenues to the state. It is true that there has been and will continue to be a
decline in tax revenue from the iron ore industry. The Taconite Amendment will
not increase this loss. On the contrary, the added taconite production will help
offset the tax loss, since the increased employment will provide increased income
tax revenue. In addition, the new taconite plants will pay taxes. We must re-
member that 10 years ago saw virtually no taxes paid by taconite, because taco-
nite was still unused.

9. HOW WILL THE TACONITE AMENDMENT AFFECT MY TAXES?
By getting the economy of Northeastern Minnesota on its feet again, that area
will be contributing rather than taking from the state's economy. If this area
continues to decline, it will become increasingly expensive to maintain local
government, welfare and educational systems. In that case, the support of the
systems will undoubtedly have to come from the pockets of taxpayers in other
parts of the state.

10. WHEN I GO TO THE POLLS IN NOVEMBER, HOW WILL THE TACONITE AMENDMENT APPEAR ON
THE BALLOT?
It will appear as Amendment #1.




11, ISN'T IT TRUE THAT IRON ORE FROM COUNTRIES LIKE CANADA, BRAZIL, VENEZUELA,
LIBERIA, IS VERY MUCH CHEAPER TO IMPORT? AND IF THIS IS SO, ISN'T IT RATHER
RIDICULOUS TO COMPETE WITH FOREIGN SOURCES?

There are several reasons why Minnesota should compete with foreign sources of
iron ore. The huge investment in taconite plants makes it possible to produce

a product that can compete on the basis of quality and not cost alone. The fear
of nationalization and expropriation by some foreign governments will aid Minne-
sota in competing for new taconite plants. Then too, there is the aspect of
National Security. The United States must have available domestic sources of
iron ore. After all, competition is the sum of many things. Steel companies
examine the costs of production, quality, transportation costs, taxes =-- all

of these factors, plus the assurance of equitable taxation, will make Minnesota
a good competitor for the new taconite industry.

12. WHAT ASSURANCE DO WE HAVE THAT THE TACONITE AMENDMENT WILL MEAN MORE JOBS AND

HOW LONG WILL IT BE BE E NEW TACONITE PLANTS ARE IN OPERATION?

Roger M. Blough, Chairman of the Board, United States Steel Corporation speak-
ing in St. Paul, recently stated:

"As an earnest indication of our good faith, we gave the people of Minnesota a
commitment -- that barring events beyond our control, and promptly after the
constitutional amendment is adopted -- United States Steel will complete engi-
neering and commence construction of a major taconite plant in the vicinity

of Mountain Iron and that the new plant would be so designed that it may be
expanded readily. This commitment still stands."

Ford Ogelbay Norton are commencing a 1,500,000 tons or larger plant in the
Eveleth area this year, in good faith that the Amendment will pass. Hanna
Mining Company is expected to build a plant near Nashwauk. Their combined
cost would be over $200 million, with an expected employment of about 4,000
people in construction and 2000-5000 permanent employees. There are still
other prospects for new taconite facilities.

13. HAVE SIMILAR PROVISIONS EVER BEEN MADE IN OTHER STATES?
Other states have lower taxes on iron ore. Michigan imposes no special state
taxes on iron ore. Wisconsin and Pennsylvania have corporate income taxes
rather than special taxes on mining. Wyoming taxes on iron ore were less than
12¢ per ton in 1961.

14, ARE THERE SAFEGUARDS IN THE EVENT THAT THE TAXATION SITUATION SHOULD CHANGE
DRASTICALLY BEFORE THE 25 YEARS ARE UP?

Yes, there are safeguards. Should the State of Minnesota require substantial
additional tax revenues in the future, the legislature can modify the rates
or allowable deductions for the corporate income tax at any time. The taco-
nite amendment provides a mechanism permitting the legislature to increase the
occupation tax rate. Or, if the profits of the taconite companies should im-
prove unduly because of unforseen circumstances, such as extremely high prices
for the pellets or decreased labor costs, then the income from occupation and
royalty taxes would increase proportionately.

15. ARE BOTH POLITICAL PARTIES SUPPORTING THE AMENDMENT? WHO ELSE IS FOR IT?
The Taconite Amendment has been endorsed by the Republican and DFL parties.
Business and Labor are for it. Hundreds of organized groups and unnumbered
interested citizens are expected to back the amendment. These will be publi-
cized as the campaign for the amendment gets under way.




16. WHAT IF I CAN'T MAKE UP MY MIND AND THEREFORE DON'T VOTE EITHER "YES" OR *“NO'"?
Leaving the ballot blank is the same as voting *"No".

For a constitutional
amendment to pass it must receive a 50% majority of all people voting in the
election.

So, if you go to the polls and vote but don't vote on an amendment,
you are voting "No" even if you don't want to.

17. WHAT CAN I DO TO HELP PASS THE AMENDMENT?

Talk to your friends; cooperate with groups backing the amendment; see to it
that voters are encouraged to vote "Yes" on Amendment #l. If voting machines
are used, amendments are harder to find than if ballots are used, but tell

your friends to find the amendment even if it takes a few seconds to do so.

NO VOTE ON AN AMENDMENT COUNTS EXACTLY THE SAME AS A "NO" VOTE, you should
tell all your friends.

THE TACONITE AMENDMENT MEANS JOBS! 1IT MEANS PROSPERITY FOR MINNESOTANS!

IT MAKES GOOD SENSE!

IT'S RIGHT TO VOTE YES FOR TACONITE!

Prepared for the
CITIZENS' COMMITTEE FOR THE TACONITE AMENDMENT #1
by the
Taconite Development Committee
of the Duluth Industrial Bureau

Ao




RESOLUT ION

TACONITE AMENDMENT #1

Whereas the members of

(name of organization)

recognize that northeastern Minnesota is currently an economically
depressed area, and

Whereas, millions of dollars of tax revenue are required to
pay the welfare costs because of this economic depression caused by
unemployment, and

Whereas, there are millions of tons of taconite and semi-
taconite ore which could be processed if taconite plants were built
in northeastern Minnesota and thereby provide jobs for those who are
unemployed not by choice but for reasons beyond their contrel, and

Whereas, these processing plants would not only provide jobs,
but also tax revenue for educational as well as other state programs,
and

Whereas, the proposed Taconite Amendment #1 which will be
submitted to the voters of Ilfinnesota at the General Election on
November 3, 1964, will provide for tax equality for the taconite in-
dustry and thus encourage the building of taconite plants,

Now, therefore, be it resolved that the members of

wholeheartedly support the adoption of the

(name of organization)
Taconite Amendment #l and urge each citizen to study the provisions

of this amendment and vote “Wes' on this amendment at the November 3rd

General Election.
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TACONITE AMENDMENT #1

735 Soo Line Building ® Minneapolis, Minnesota 55402 @ Tel: (Area Code 612) 339-1429

Rita F. Shemesh, Executive Secretary

April 8, 1964
Mrs. William Whiting

League of Women Voters

622 East School

Owatonna, Minnesota

My dear Mrs. Whitin

We are seeking your endorsement of the Taconite Amendment #l which
will be on the Ballot at the next general election on November 3rd.

As you are undoubtedly aware, a c¢thmnc' commi.t
to help inform voters of the importance of
prosperity
tee is, in
stress the
this Amendment

ttee has been formed
his Amenamepb for the

and welfare of all Minnesotans. T make-up of the commit-
that sense, a non-partisan one with every effort made to
genuine breadth of the complete bi-partisan support for

An explanati on of the Amendment is enclosed.

The Taconite Amendment is a sound and sensible reform. It would
establish a policy of not taxing the taconite and semi-taconite indus-
try more heavily than other Minnesota corporations. It would guaran-
tee for 25 years a tax equality to the taconite industry.

If we are to utilize our natural resources
and compete favorably with the taconite ind
and Canada, if we are to keep our economy sound and provide jobs for
hose in the m¢n;ng ind stry - especially in northeastern Minnesota,
en it is essential to pass this Amendment.

to their best advan Laue
ustry in the United State

T
[
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We urge the ILeague of Women Voters to join in this broadly based
effort, to adopt a resolution in terms similar to those explained in
the speciman herewith, and to overcome what will be our greatest
obstacle - general apathy of uninformed voters. Amendments need a
majority of all votes cast in the general election - not on the amend-
ment itself. It is the responsibility of all leading citizens of
Minnesota to assure the passage of this important amendment to our
state constitution.

Sincerely yours,
C g \,f’\ul \\‘\ utug
Charles W. Mayo—_

Chairman

CWM/ sdp

See Reverse Side for Organizations Endorsing Taconite Amendment #1
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TP i 1res 5 = 3 -
Peggy Birkeland's proposal to distribut mgterial through gas stations

L=

Pegey wishgs a decision Monday, though of course we can tell her we will
have to wait until Board Meeting

ARSI - ¢ ) <
;;;Ecq;l%% % %?? t see any reason why not; af?ur'all this is our position;
2ne sort of disagrees with this; Obviously hibbing can send out all this

stuff under the name of their own league, anyway. '

I have some slight concern with just putting curtesy of the League of Women
Votfrs of Minnesota on the out side; does this make it clear that our
position is promotional? They are now planniyg to include a long list of
the organizations promoting the amendment which would of course have our
name but is this sufficient?

Meterial: US Steelworkers sheet(revised) is alright; Someone could quarrel
with the economics of questions such as 2 and 10 and real technical people
see some problems in 8; the definition; the Eric pamphelt on school 1is

in the same category though again some people may question some of the
statements; in my opinion now that we have a position we don't have to be as
careful of what we say, although obviously we wouldn't want our names on

a paper with a deliberate misrepresentation of facts; no one, for instance,
expects us to include a statement of the ills of the Pendergast machine with
our party designation material and my personal feelings are that the same sort
of criteria may be applied to taconite: we have absolutely no obligation to
bring out the other side in promotional material.

the paper entitled "Action St. Paul" does bother me because of the article
on the back page "Chance Available to Reaffirm Basic Principles"; not only
i{s this an inaccurate explanation of the system of taxation, but the part
about Senator Mosier is a bit snide and not to my 1iking: I know that with
a stronger consensus we might not mind saying that some Senator was a bit
nuts, but this would probably be one of those Senators we didn't ever
expect to support anything the League wanted anyway; Mosier 1s usually on
our side and at the momment he is like very sensative. I would discourage
Hibbing from using this plece even under their own nsme.

Sue, too, is concerned with the "Gourtesy' phrase because she thinks this
implies we are paying for all this stuff and we aren't----she thinks the idea
and some other way of saying it would be alrighte.

Peggy's number is CL lj 2555 if you want to call her direct yourself, or
let me know and I will discuss it with her.

Peggy‘volupteered the services of Hibbing in investigating Nett Lake and
cooridinating other Leagues even before Marion got to that point in her
speech---she is a rezl fine girl!

Ele




2093 Birch St. ;
White Bear Lake, Minn. 55110

Mrs., William Whiting
622 E, School Street
Owatonna, Minnesota

Dear Mrs. Whiting:

It is with a sense of bereavement that I write this letter
concerning the recently announced stand of the LWV of Minnesota
in support of the proposed taconite amendment. I have lost
something very dear to me = my faith in the wisdom and objectiv-
ity of the decisions of the League.

It is not the content of the stated position to which I
raise objection here, valid though such objection, based on
League's long effort to improve the state Constitution, may be,
but rather to the method by which the position was reached.

Though you surely have committed to memory what the Local
League Handbook says about consensus, permit me to quote direct-
ly from it: "“Consensus in the League means agreement among a
substantial number of members, representative of the membership
as a whole, reached after sustained study and group discussion.
It is not just a simple majority nor necessarily unanimity."

According to the article in the Saturday Minneapolis Trib-
une, 70% of the local Leagues (Li2?) reported support for the
amendment, which would give a remainder of 19 (?) with either
no consenfus, no stand, or opposed. Nine of these % Minneapolis,
St. Paul, Bloomington, St. Louis Park, Rochester, St. Cloud,
Golden Valley, Richfield, and White Bear Lake have a combined
membership of 2369, lacking less than 100 of being half the total
membership. The remaining 10 Leagues, whichever they be, must
certainly have a combined membership of over 100, constituting
a majority of the state League membership within the 19 Leagues.
Where then is the "substantial number of members, representative
of the membership as a whole" which favor the amendment?

It seems to me that a consensus on a highly emotional topic
such as this one would require an overwhelming ma jority of members
in agreement to be considered valid. In view of the fact that
this does not seem to be the case, I strongly urge the State
Board to reconsider its position.

Thank you very much for hearing me out.

Sincerely yours,

Mrs., K. Mizuno

former State Item II local

chairman, White Bear Lake
ce State organization office League of Women Voters




April 22, 196k

Mrs. K. Mizuno
2093 Birch Street
White Bear lake, ]

r

J.im-
Dear Mrs. Mizuno:

How I wish you might have participated in our evaluation of the
consensus reports on the taconite amendment —- for if you had, I do
not believe you would have lost your "faith in the wisdom and objec——-
tivity of the decisions of the League.” Fortunately our task was
made less difficult by the high caliber of the consensus reports
guch as we received from you,

We could have made these reports say many things by "playing"
with figures. let's take your work with some figures for example--
your membership figures that give you a majority of the state League
membership within "19" Leagues not supporting the amendment are not
correct. This is not important, however, for you are failing to
recognize the minority.

Because of the very nature of this issue Leagues were quite detailed
in their reports thereby giving us a good picture of the kind of support
we could expect. We realize that the key word is "substantial" and we
interpreted the reports from the local Leagues to be sufficiently sub-
stantial for the League of Women Voters of Minnesota to be effective in
their wupport of this amendment.

We are hoping that our members realize the problems caeated by
study and action on a ballot issue such as each constitutional amend-
ment. This is not a true consensus nor does it make for the kind of
Program in which the League can be most effective.

I hope that our actions in the future will be such as to restore
your faith in the League. I wish you success in your party work.

Sincerely,

Mrs, William Whiting
President
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April 14, 1964

Mrs. Annette Whiting
622 East School Street
Owatonna, Minnesota

Dear friend:

It certainly brought great satisfaction to some of us, who have been
plugging with a bit of vigor for the Taconite Amendment, to hear, late Friday even-
ing, that the League of Women Voters' verdict was affirmative. Perhaps the vote
among chapters may have been a close one--I understand that opposition was fairly
strong in the Twin Cities area. The important thing, however, is that the over-all
policy is one of support for this critically needed amendment.

I am almost certain that we have met. I have seen your husband several
times; and I did know his father, Bert Whiting, when the Journal Chronicle was still
coming out--our tribe was putting out the Mascot at Minneota in those days. Thus I
feel I am by no means writing a stranger in simply communicating the strong sense

of satisfaction so widely felt over the League's decision.

Some time when I see you, I will tell you the story of an "'oblique pitch"
which I was attempting as to the LWV during what some felt was the final critical
month. It was a letter written to Dr. Charles Mayo, praising with a good deal of
enthusiasm the LWV's extensive mimeographed booklet on tax provisions rooted in
Minnesota's constitution. The idea was that this letter would then reach members of
various League chapters. But, just a bit confidentially, I can tell you that use of
the letter was vetoed by some who thought it might boomerang. Their idea was that
since the League had been praised so highly in the original letter, it would simply

underline the significance of the organization's stand in case it were a negative one!

"All's well that ends well" —- and now we have the continuing challenge
at hand, principally that of avoiding what opponents seek in their efforts to stir
Just enough skepticism so people will leave the ballot blank. That is the way this
amendment will be licked if that does happen--by those whose blank ballots are the
exact equivalent of a 'nmo!' vote. Joe Donovan was half gloating to me one day about
what he considered almost certain prospects of the amendment's defeat. He said:
"You know, Val, we will likely have 1,600,000 votes. That means it takes mare than
800,000 votes to carry this amendment, and it won't get that." I hope he is wrong.
And I am certain that the job can be done if a really major effort continues.

Best wishes to your husband--
Sincerely yours,




e r

r. Val Bjornson
State Treasurer
St. Paul, Minnesotes

™4 - €1 .
Bjornson:

Thank you for your kind letter regarding the League's
position in support of the taconite amendment. I appreciated
being called "friend" and Bill thanks you for remembering him.

I was delighted with your report on your "obligue pitch’
relating to uwur material on tax provisions in the constitution.
Of course we like anything like this that seems to point out
a certain prestige the League has developed over the years in
our work on constitutional revision.

We plan to continue to promote our other publication,
"Proposed Amendments to the Minnesota Constitution 1904" for
we believe that although this was prepared as an unblased
study it serves a very real need, There are still many
citizens who make their own decisions on issues after proper
consideration of the facts — hopefully this publication will
help these voters decide in favor of both amendments.

Now the big decision has been made, we can lend our
efforts to those already committed to the passage of the
amendments,

Sincerely,

Mrs, William Whiting
President













April 22, 1964

Bonnett
Avernue S,

lis, Minnescta

Bonnett:

vour letter of April 13th. We s
W Y 2 0
t in the League of VWomen Voters.

erest

this time. Inclosed is a copy
to the newspapers on April 1Oth.

'l o vsrdeney = vt
the taconite amendment is no
»

Sincerely,
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League of Vomen Voters of Minnesota, State Organization Service, University of Minn.
Minneapolis, Minnesota 55455

Release: April 10, 1964
Mrs. William Whiting, President
622 East School, Owatonna

League announces stand on
Taconite Amendment (No. 1)
and on imendment 72

Following intensive study of the complex problems surrounding the Taconite
Amendment, the League of omen Voters of Minnesota will support passage of this
amendment. The possible economic benefits to the depressed areas of northeastern
Minnesota and ultimately to the state as a whole were primary reasons for the
decision to support the amendment. These factors outweighed constitutional
considerations.

The League of Women Voters of Minnesota strongly supports Amendment #2.

This amendment would make several long-overdue improvements in the Constitution.

We will work actively for the passage of both of these amendments.







Those_ ‘F’ verty Stories’ Don’i
Arhuse Iron Range “Residents

By LEONARD INSKIP
of the ediforial page staff
A REPORTER from Washington recent-
ly traveled to West Virginia to do a story
on Appalachia, the multi-state depressed
region extending from Pennsylvania to
Alabama.

labor force in St. Louis County other than
Duluth was estimated at 38,300, while
unemployment was 2,500, or a ]obIess
rate of 6.5 per cent. Itasca County, also
a mining area, had unemployment of 6.7
per cent. These rates were above the na-
tional average and substantially higher
than southern Minnesota. But they also
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Citizens’ Committee for the Taconite Amendment # 1

735 Soo Line Building Minneapolis, Minnesota 55402
Telephone Area Code 612 - 339-1429

FROM THE DESK OF RITA SHEMESH
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Supplementary PFact Sheet
TACONITE AMENDMENT
STUDY

KEMO: From the Duluth, Virginia, Chisholm, Silver Bay and Hipjbing Leagues of

Women Voters

Because the "Taconite Amendment" is so vital to the immediate future and very
existence of the Range and Duluth Areaj we have been exposed to Taconite with great
intensity. It is probable that our members have of necessity become more deeply con-

cerned and informed about it than have members in other areas of the State.

We have shared with others here and throughout the state the initial confusion
of delving into this new and somewhat overwhelming field which combines taxes, tech-
nology, economics and state law. We have asked innumerable questions, and have ga-

thered significant answvers,

We have watched and listened as representatives from the ore industry, labor,
business and government wrestled with the realities of economic problems as well as

ideological barriers and deeply-rooted prejudices.

We have seen cmerge an understanding of the complex factors which govern the

decision to support the Taconite Amendment,

This understanding has transcended the barriers between labor and management,
democrats and republicans, and governmental theorists and economic pragmatists, un-—
til we now find a vast and reasoned agreement that passage of the Taconite Amendment
is not only necessary for the economic future of Northeastern Mimmesota but for the

rest of Minnesota as well.

Therefore, we send you this fact sheet on Taconite in the hope it may help to
answer some of your questions during this quick cram course on a subject so huge in

scope and crucial to the economy--- that it may serve as supplementary material to

the excellent - pamphlet, "Proposed Amendments to the Minnesota Constitution" sup=-

plied by the League of Vomen Voters of Minnesota.
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WHY HAS MINNESOTA BEEN BY-PASSED IN THE RAPID EXPANSION OF IRON ORE CONCENTRATING
PLANTS AROUND THE WORLD?

Minnesota was the first place where large low-grade ore concentration plants
were built, Considering the foresighted experimental contributions of the University
School of Mines of Minnesota and persons such as Dr, Davis, it might be called the
birthplace of Taconite. However, our record of taconite industry growth has been dil-
atory and disappointing.

In 1961, there were 34,000,000 tons of high grade concentrating capacity being
utilized in the U.S. and Canada. Of this, only 14,500,000 tons were in Minnesota. In
1963, there were 54 million tons of annual capacity with only 17,500,000 of this in
Minnesota

In 1963 there were a total of 41 plants operating or under construction in the
U.5, and Canada, for the production of pellets or highly concentrated iron ore pro-
ducts. Only 3 of these were in Minnesota.

Certainly, the equality and stability of taconite taxation is of primary concern
to the suppliers of the vast amounts of risk capital necessary for the comstruction
of plants in Minnesota, for the investment in plants and equipment alone is approxi-
mately 530,000,000 for each 1,000,000 tons of plant capacity —— an investment of
100,000 per man employed, the highest of any manufacturing process in the U,S., These
plants can obviously not be shut down or be moved as was true of the old natural ore
operations,

However, other factors must be considered when assessing the tough competition
which Minnesota must meet .in its bid for taconite plants.

Because iron is the fourth most abundant element on the surface of the earth,
transportation becomes an important factor in locating the source of supply for steel-
making, Cheap water transportation makes it possible and profitable to ship iron ore
to blast furnaces in the U.S from most known reserves in the world.

Most foreign countries where iron ore development is now taking place have
cheap sources of power, Northern Minnesota is in need of a supply of cheap fuel, and
the possibility of attaining this is liniked with only the development of a large,
sustained demand --— hence, the inter-relation with the expansion of the taconite
industry.

Besides the initial outlay of capital for construction, the taconite industry
is an expensive one to operate. It takes 3 tons of crude ore to produce 1 ton of
pellets as to produce 1 ton of natural ore. It is a manufacturing process, not just
an extracting process as was the natural ore industry. Most foreign ores require less
treatment to put them at a comparable market level in terms of structure as well as
chemical composition. Vage rates in mony cases are less than those in Minnesota.

Noting these and other competitive factors the local and state wide attitudes,
the partial assurances of a fair tax policy in the future take on added significance,
for the history of taxation of This indusitry - whether judged right or wrong in the
past — is not reassuring, The largest single cost of mining iron ore in Minnesota 1is
state and local taxes. In recent years, these taxes have amounted to about 25% of the
total cost of producing iron ore, exceeding any single cost of labor, depreciation,
beneficiation and royalty payments.

Comparisons with other taxes arc interesting: Considering the Ad Valorem tax
(or property tax) paid by the mining industry, it is found that the actual assessed
full and true value is much less for any other business and for farming, than for the
mining industry, while the statutory ratio for mining is higher than for other busi-
nesses. The overall cffect is that mining pays a property tax over 3 times that of
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other business and over 7 timcs that ol firming for the same market value.

In general, other states and countries have lower taxes on mining activities
than does Minnesota,

Tax laws of competing mineral arcas, such as Michigan, Pennsylvania, and par-—
ticularly Canada, also offer incentives for venture capital, initial tax=free periods,
rapid amortization, depletion allowances and deductions for research and exploration
expenditures, The policy seems to be one of attracting industries and providing
additional jobs in order to create growth and broaden the tax base.

It is important to consider that the proposed Amendment does not alter or effect
the Basis on which direct shipping and processed iron ores are now taxed. Neither
will it lower or freeze present taxes on taconite.

It will serve to counter the already established policy and precedent of plac-
ing special tax legislation concerning iron ore in the Comstitution - however re-
gretable or inconsistent with principle.
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WHY DID THE ERIE AND RESERVE MINING COMPANIES LOCATE IN MINNESOTA WITHOUT TAX

ASSURANCES SUCH AS THE TACONITE AMENDMENT?

These plants not only had the advantage of a fast tax write-off but then Erie and
Reserve Mining Companies were pioneers in the taconite industry and they depended on
the favorable climate usually offered new industry. At the time the state and local
governments were receiving some $50 million in tax revenue from conventinnal iron

The fear of investors, as expressed by Prof, Davis was that yjth the depletion
of the high grade ores, the state would shift the burden of taxation to the high-cost
taconite industry. There also was the fear that the state might say "Now that we've gowv
them all in here, let's sock 'em,"

They moved into areas in which much of the land had been tax-forfeited. Thus, they
were not moving into areas of concentrated population or urbanization. Therefore, they
would not become involved in the usual local tax controversies. Both companies paid
most of the costs for necessary schools, paved streets, alleys, sidewalks, and installed
water and sewer lines, etc. Thus, local taxes could be expected to remain low in the
future.

Furthermore, in the early 1950's when these companies were devedoped, the practice
of utilizing ores outside of Minnesota was not established as it is now.

SINCE TACONITE PLANTS ARE HIGHLY AUTOMATED, HOW WILL THE EMPLOYMENT PICTURE BE ETTECTEL
BY THE ESTABLISHMENT OF SUCH PLANTS?

It takes about 2% times as much labor to produce a ton of pellets as to produce 1
ton of natural ore. In 1960 in the Hibbing-Chisholm District of the Oliver Iron Mining
Co, 1500 men produced 8,000,000 tons of ore, In that same year 5,000 men in the two
large taconite plants produced only 10,500,000 tons of pellets,

If we were to achieve our goal of 60 million tons of annual capacity, as pro-
posed by the Minnesota Natural Resources Council, wnd the University School of Mines,
Minnesota would have received a total investment of over $2,000,000,000, and there woulc
be about 25,000 people employed directly in mining and processing of taconite and semi-
taconite, These workers would earn about $140,000,000 a year at today's wages. Fur-
thermore, studies have shown that tens of thousands of additional jobs are developed
simul taneously in associated or service industries,

According to the Boconomic Research Department of the U.S. Chamber of Commerce,
for each 300 men employed to produce 1,000,000 tons of taconite pellets there are:

888 more people 336 more households 153 more school children

327 more passenger cars 12 more retail stores 810,000 more bank de-
posits

$ 1,770,000 more personal income per year

$10,800,000 more retail sales per year

The taconite industry will, also, offer year-round employment, The mining of
natural ore has always presented the problem of the yearly winter shutdown.,

At the present time, Minnesota's net mining employment has dropped since 1958 by
7,400 workers, according to the Department of Employment Security (January 1964).

In 1962 the Range area drew $6,000,000 out of the Unemployment Compensation Fund
against $ 3,000,000 of contributions, It had to ask the Legislature for two work pro-
jects of over $ 1,500,000 each, and over $ 2,000,000 in the natural resources bill to
sustain its people.

This employment and relief cost picture can only continue its grim trend as nat-
ural ore production is reduced.

WHAT IS THE " LIFE EXPECTANCY" OF THE SO0~CALLED NATURAL ORES?

The listed iron ore reserves of the State have fallen from one billion tons to %
billion tons in the last 15 years. By subtracting the major portion of the underground
ores, which cannot be mined economically today, the figure is closer to 400 million tons
Of equal significance, much of this open pit ore cannot meet market specifications. The
life of the "natural ores" are thus about 10 years, even considering a falling rate of
production. These higher grade reserves can be considered useful to carry the industry
through a transition period until full taconite production can be achieved.
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DOES THE TACONITE AMENDMENT FREEZE TAXHS ON TACONITE AND SEMI-TACONITE BY DENYING THE
PEROGATIVE OF THE LEGISLATURE TO AUTHORIZE TAXATION BASED ON CHANGING ECONOMIC FACTORS?

AF anytime that the Legislature thinks that the income tax, applicable to manu-
f&ctur?yg corporations would yield morée money to the state, it can make the taconite
and §em1-taconite companies pay similiar increases, The statute is only a PARTIAL pro-
?ec:;onftz the taconite and semi-taconite industries from being discriminated against
in e future as compared with other business corporations in ax:

PARTIAL PROTECTION - because there are three specEfic 1imitatiizztzr:t:enmzzzgrséhe law
which preserve the right to discriminate in certain respects. Thus, while in the case
of ordlngry corporations selling their product outside the state, only a small part of
the.net income can be assigned to Minnesota - in the case of taconite companies, the
Legislature - if it saw fit - could assign the total income to Minnesota. Again’ under
one of the specific exceptions in the law, the Legislature does not have to giv; tac—
oglte and semi-taconite companies the same right to carry losses forward or back, as it
gives other corporations. Also, the Legislature could increase the production téx for

local pmrposes.

The Amendment does not freeze taxes, but ratifies a tax policy for taconite and
semi-taconite operatiors, that in the future, they will be taxed fairly, and without
discrimination, and not be required to carry a greater burden for occupation and royalty -
taxes than the taxes imposed upon other manufacturing corporations.

WHAT FUTURE TAXES CAN THE TACONITE INDUSTRY BE EXPECTED TO CONTRIBUTE TO MINNESOTA ?

the Reserve and Erie Mining companaies is indicative

A study of the tax picture for
f a growing taconite industry can be.

of how great the tax contribution o
The taxes for the next 25 years which the present Reserve Mining Co is expected tp
pay are $95,000,000. Erie Mining Co taxes will amount to approximately the same.

To take the Minnesota University Trust Fund as an example: Mining taxes have thus

far placed $260,496,322 in this permanent fund - it is estimated that the Erie Lease a-
lone on tax forfeited lands, and the royalties from the leases on University lands, will
place more money in the University Trust Fund in the next 100 years than ther® is today.

Natural Resources Council predict that the
ts with an ultimate capacity of 60 to 90

The University School of Mines and the
establishment of ten to twelve taconite plan

million tons of pellets annually is feasible for Minnesota.

ite plants, combined with the increased income
increased business activity in the
ficant part of the tax load in

The taxes from these projected tacon
tax revenues from a large labor force and the greatly

Range~Duluth area should continue to shoulder a signi
Minnesota.
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LEAGUE OF WOMEN VOTERS OF MINNESOTA

STATEORGANIZATION SERVICE, UNIVERSITY OF MINNESOTA, MINNEAPOLIS 55, MINNESOTA

May 19, 1964

Dear

Your letter raises a number of questions both philosophical and specific.
Let's start with a discussion of principles.

As you know, constitutional revision has long been a goal of the League.
During the course of our study we have developed both a general philoso-
phy and a number of specific stands such as clearly fixed executive
authority and adequate legislative session. Part of our philosophy is
that the constitution should be a broad basic document and not a collec-
tion of statutory declarations. However this is not a consensus position,
nor can it be. All groups, including the League, that are working for
constitutional reform denounce statutory provisions as limitations on
truly representative government and then turn right around and begin list-
ing areas they feel should not be 1l&ft to legislative discretion. In the
reapportiorment field, for instance when the League spoke of "guaranteed
population" in one house we were thinking of a very specific statutory
kind of statement such as "population shall not deviate from the average
by more than 15%." Again in the executive article the League might well
want to support a constitutional declaration of policy on what has been

a statutory matter: Ilength of term and method of appointment of depart-
ment heads.

The financial article or provisims-for tax policy is scattered through-
out the constitution--have presented particular difficulties. "That
goverrment should maintain an ‘equitable and flexible system of taxation™
is one of the League's principles; but we have no precise criteria for
judging just what should be included in the constitution. This has led
us to evaluate each amendment in this field on its own merits. Thus the
League supported the debt amendment "to let Minnesota get on with its
building program", we supported an amendment on investment of trust funds
to "increase revenue to the state" and the League is supporting the tacon-
ite amendment "to provide a favorable tax climate for investment in
northeastern Minnesota." Justification for the emphasis on economics may
be found in another League principle: "that govermment should---promote
a stable and expanding economy."

Perhaps I should add an additional word about the "flexibility" of this

amendment. The limitation on the legislature's power is that they may

not change the formula for computing the occupation tax; the flexible fea-

ture is that they have the option of imposing the normal corporation

income tax except that three provisions (asked for by the legislature)

enable them to recognize the special characteristics of the taconite

industry and have the effect of enabling the legislature to impose a

higher tax than the usual formula might allow. You may ask '"Wouldn't just

EFW% removing the Occupation Tax entirely from the constitution permit even more
N

ZA flexibility?" The answer seems to be no: the removal of an established

SOCIAL SCIENCE BUILDING /TELEPHONE 373-2959
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tax from the constitution would probably be interpreted by the courts
as a mandate to the legislature to apply only the normal corporation
income tax.

You also question the relation of the taconite amendment to the wording

of our Current Agenda Item. As this item has developed in the past three
years we have focused our attention on ballot amendments; most amendments
proposed by the legislature are written with the view of solving a specific
problem with less emphasis placed on their relationship to the rest of

the constitution. Is the study of ballot amendments the right approach

to an improved constitution? The second half of the original purpose of
this was that the League should propose its own amendments, but the
constitution does not exist in a vacuum, and one must understand the
problems of the state to propose or support an amendment: our whole tax
structure would be involved in a major revision of the financial article.
And, just passing an amendment may be doing only half the job, for we
should also be concerned with necessary statutory implementation; Home
rule is a case in point. We as a Board are questioning our whole approach
to constitutional revision and we are glad to see similar concern expressed
by members such as you.

T could spend six pages detailing the many thoughtful consensus reports

we received: this study produced higher member participation, interest and
understanding than any we have ever done. Ulhen members wrote that

economic considerations were the most important, they were thinking in
terms of increased employment and prosperity for the people on the range.
They did not look at this amendment as just a matter of expedience, but
were concerned with the humanitarian aspects of its passage. A controver-
sial amendment such as taconite is not ideally suited to the consensus
procedure. The Iocal League Handbook states that consensus should be
taken on principles, not specific legislation and that the Board should
decide the League's action on the basis of position. In taking a

consensus on this amendment we were both dealing with specific legislation
and were asking an action question. One of the problems with doing this is
that '"mo stand! becomes an action in itself. On the basis of the returns
we found 657 of the members supported the taconite amendment with the
remainder split almost evenly between no stand and opposition.

e will not rescind our stand: however we do thank you for your thoughtful
letter and we appreciate your concern for the League.

Sincerely,

Mrs. Earl Colborn
Chairman, Constitutional Item







THE SUPREME COURT OF MINNESOTA
ST. PAUL
QSCAR R. KNUTSON, CHiEF JusTICE

THOMAS GALLAGHER
MARTIN A. NELSON
: April 24, 196l

ROBERT J. SHERAN
ASSOCIATE JUSTICES

FRANK T. GALLAGHER
COMMISSIONER

iam Whiting, President
eapgue of Women Voters
Street
[innesota

Whiting:

I have just been advised by
Mrs. Shemesh that you have consented to act as
co-chairman with me on the Organization Endorse-
ments Cormittee of the Citizens Committee for the

Taconite Amendment. I am glad to learn that you

have agreed to do this. I shall be happy to
serve with you as co-chairman on this committee.

Sincerelyj?bmrs o S 'f
/ 3 / | .4
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Minneapolis LYV Board WmeY 6 1o

Himmetonka LYV Board
(Carbon to State Seard)

FRCM: Lillian Jensen
Es :ncouiub anonidnent

I've been trying to swallow all that taconite, but it continues
to pag mes Seriously, I am deeply troubled by the Ninncsota League's position
ont the anendments In my opinion we have stbraced expediency and deserted
principle. Onece you do that, wvhere do you stop? This decision carmot be
put into a nice 1ittile logle-tight compartuent labelled TACOWITE, 19064; it is
too basic, and its implications are therefore much broader.

I'm sure the state Board agonized over how to intorpret the
congensus and made the decision which they belleve reflecls the wighes of
a substential mejority of the members. OCObviously I have noet seen the returns,
nor do I Ikmow all that trangpired in Soard disecussion. Two conmsidersticons
keep haunting me, however. One bears on the interpretetion of this perticular
congsensuse The othor congerns League program ag a basls for Lesgue action.
doth are an inseparable part of this whole ball of wex,

1) Some Leaguc members are supporting the amendment unenthusiastie
cally, with real resorvetions. Awmonz those I've talked to (and admittedly
that's not a statisticelly valid sample-~it's just quite & fau Leaguers)

only one was untroubled. She sald, "The amendment is just a band-aid,* a

pateb the constitutlon needs. "hese are quggort*ra of the amendment, not
ponentse It's only natural to wonder how mueh of the reglotercd support

ia all-cut support, and how mush of it is qualified support.

2) Our program item reads: The LWV of Minn. will work for snendments
to improve the Constitutlon of the stale of Hinn., It says nothing about
iwpravin the economie climate of the state, If our members are gonvinged
the amenduent lmproves Lhe consiltutlion, then we are on selid ground,
if not; it seoms to mo only two paths were open to us: taking no position

voters service job, or opposing the amendment. (Ihis point is

old héﬁ.wl know, but 1% had to be ingluded as pert of my arguient,)

Cur state position has been teken, end that's that. If I thought
this letiter would have made any difference in the outcome had it been
written onrtior, I'd kielk myself black and blue, but I'm not that naive,
The questiong it ralses are not newe 1'nz sure they were thoroughly aired
and ecarefully weighed by loeal and state Boards alike. My reascn for
writing now is osimply to register my dissent from our stand. Should eithsy
the Hirmeapolis or the Firmetonka League, or both, decide to do a votors
garvice job on the avendment insteed of supporting it, 1 would bSe one of
their happier members.

At the next legislative session, when we ere urpging support—-

n prineiple~~for such things as party desigpmation and sdequate appropris-
tiong for SCAD, we might have a better talking point if not all lpeal
Leaguos rode the Ltagonite bandwggon. A4s for future constitutior Fovisione-
on pringiple--well?! Another view, I'm sure, is that our support of the
avendoent will put us in a betier horse-trading position on other lssues,
Two sechools!










503 Ninth Avee, S.W. &pR“U\ﬁbi
Rochester, linne.
April 17, 1964

Mrs, William W, Whiting, Prea.
State Board of Dlrectors

Leafue of Women Voters of Minnesola
15th & Washington Aves,, S.E,
Minneapolis 14

Minnesota

Dear Mras, Whiting,

This is a difficult letter to write- particularly since I hope
that there is already an article in the next Minpnesota Voter making
it unncessary, What I am asking for, and hope is already there,
is a considerably more complete account than usual of the consensus
which led to the stand the League has just taken in support of the
Taconite Amendment.,

Becauge I felt that by no conceivable stretch of my imagination
could the Taconite Amendment be expected Yto improve the state
constitution", I voted for fhe League to take No Stand on this
amendment although I expect to vote for it myself in November, It
seemed to me that no matter how desireable this amendment might
be to Leaguers as individuals, the League itself should not set
aglde for expediency's sake the yardstick which had been incorpor=
ated into our CA amendment item, I remember last spring at the
State Convention when the Board was directed to include this
specific amendment study under our newly adopted CA, older League

hands seemed dlsmayed, A8 one of our delegates from Rochester ‘

sald ruefully, "We'll be damned if we do, and damned if we don't'
(produce a favorable consensusye However, it seemed to me that
if the League took no stand and provided only Voter's Service

on the Taconite Amendment, we could avoid either of these unsavory
alternatives, It even seemed one of those happy occasions when
there was nothing to lose by sticking by our principles,

My first thought when I read of the stand we had taken was that
1t seemed incredible that more LeaguBERS had voted for support of
the Taconite Amendment than had voted No or No Stand, Then I
realized that I have never been quite clear about exactly how
the consensus IS arrived at,..individual votes or the votes of
Leagues as a whole, I've been reading let's Talk League, State
By-lLaws, Guide for Planning and such old Board Memos and Voters
as I have on hand and I can find this spelled out clearly nowheres,
Then, brooding, I remembered the discusslion of the omhssion of
women from our “irsi 77 at last May's “onvention, The discusslon
of reasons for that omission, as I remember 1it, seems to indicate
that consensus is reached more on a one Teague~one vote basis
and that the headcount we take so faithfully is not the cr¥iterlon
by which consensus is reached but 1s more in the nature of a
check on the enthusiasm reflected in a local Teague's consensus,
(I suppose a consensus reached by forty one voting members, for
instance, from a membership of one hundred and fifty plus wogld
be coneldered less than compelling by the State Board no matter
how clearly the will of the forty one was expressed,)
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My next thought was that perhaps many of the northern Leagues
reached as ferociously supporting a consensus &s the one reached
by Sllver Bay ( did they send their bullXetin to everybody?)., I
wondered 1f, in the face of such passion, the State Board might
posaibly have felt that No Stand votes reflected as much indife
ferencexas conviction and, so to speak, weighed a little less in
the balance, As for those Leagues which could not reach consensus,
surely such failures indicated a passionately divided membership
rather than indifference,

And yet I'm certain that the State Board had no more desire
than T to set aslide a principle arrived at in the laborious and
traditional Teague way, I'm certain that if it had been possible
the Roard would have taken the out offered in Section 2 of the
Consensus and Action portion of Let's Talk Tesgue, ("The Teague
does not take & position if there 1is a significant body of opinion
within the group which is opposed to actione”) The consensus
must have been overwhelming,

When those NDark Thoughts crossed my mind in my first dismay
(still deeply felt, I might add) at reading of our stand, I at
least had my Convention experience to draw on to help me figure
out answers to part of my questions and I have our state advisor
a8 near as my telephone to clarify anything else I want, The
reason I'm writing this letter instead of simply calling Mary
Fauwcett or resting with my own solution of my initial head-count
or vote-by=league confusion is that I'm sure if these questions
have crossed my mind, I'm not alone, Other Teaguers troubled by
the questions which troubled me may not have the convention
experience and the easlily accessible advisor, k>

I feel that the membership i1s entitled to as closeseccount
as possible on which leagues voted how (and even by hoWw much) on
thls exceedingly touchy concensus and this might also be a
golden opportunity for a bit of general education of our member=
shlp on exactly how consensus is reached,

Yours very truly,

Tf;Vua;Ar*jt)CébLL&J

Mrs, Fdward P. Didier
Unit 8
Rochester League of Women Voters










Bedtime Stories for Boarders
How Now Brown Cow

Now that we have concluded our study of the amendments we are faced
with the decision of what direction if any our Current Agenda Ttem II
will take in the coming year. In presenting tb1° program making problem
to council we are faced with three UQS“lbL1lu78

l, We can throw the discussion open to the delegates without
any direction from the Board,

24 We can ask the delegates to select from several alternatives
selected by the Board,

3« We can present a program to the delegates and ask for their
approvales Such a program could consist of either a recommen—
dation that our continued action on the amemdermnts would take
too much time to permit the study of a new tiem or a recommen-
dation for a specific article,

Program in Wonderland

se three peesibilities 1t is used i nsider
eived at the 1962 council and

In evaluating the
the direction rec

In 1962 Phylis Richter had prepared a Commentary on the constitution,
sent 1t to the resource people in local leagues and asked them to

come to council with their suggestions., The response was somewhat dis-
appointing both in depth of knowledge reflected and in lack of unanimity.
The areas suggest were the fudiciary, the finance article, the executive
article and home rule, Phylis had I think decided to work on home

rule when she left.

In 1963 the state convention adopted "The amendements t improve the
eonstitution” item as a non recommended vleu. Mrs. Berdie in introdu
the item stressed the need of members to study all the amendments

and take a position; the floor debate brought out the need for
reviewing our old stands, especially on reapportionment, VQr"ing
directions for study of constitutional revision were received among
were interest in exploring the finance article, reexamination af bl
home rule, restudy of reavporuionment, study of proposed am

and articles to which they relate,

The wor&ing of the Item gives emphasis to improvin;
rather than solving specific problems, It is diffie
because of the close relationship between constitut' and the
necessary implementing statutory law; some goals can be accomplished
either by amendment or by statute. Though we say we are going to

work for amendmmmts to improve the constitution we have no real standards
as to what does improve the constitution and this leads us to Judging
each article on its own merits., I would like to give a brief evaluation
of the possibilities for study, consensus and action in the areas
mentioned by the 1962 council and the 1963 convention,

et away with murder in rural Minnesota than darkes

Most of the difficulties in the administration of our courts are of a
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LEAGUE OF WOMEN VOTERS OF MINNESOTA

STATEORGANIZATION SERVICE, UNIVERSITY OF MINNESOTA, MINNEAPOLIS 55. MINNESOTA

May 19, 1964

Dear

Your letter raises a number of questions both philosophical and specific.
Let's start with a discussion of principles.

As you know, constitutional revision has long been a goal of the League.
During the course of our study we have developed both a general philoso-
phy and a number of specific stands such as clearly fixed executive
authority and adequate legislative session, Part of our philosophy is
that the constitution should be a broad basic document and not a collec-
tion of statutory declarations. However this is not a consensus position,
nor can it be. All groups, including the League, that are working for
constitutional reform denounce statutory provisions as limitations on
truly representative government and then turn right around and begin list-
ing areas they feel should not be 1left to legislative discretion. In the
reapportiorment field, for instance when the League spoke of "guaranteed
population” in one house we were thinking of a very specific statutory
kind of statement such as '"population shall not deviate from the average
by more than 15%." Again in the executive article the League might well
want to support a constitutional declaration of policy on what has been

a statutory matter: length of term and method of appointment of depart-
ment heads.

The financial article or provisime-for tax policy is scattered through-
out the constitution--have presented particular difficulties. "That
government should maintain an " equitable and flexible system of taxation"
is one of the League's principles; but we have no precise criteria for
judging just what should be included in the constitution. This has led
us to evaluate each amendment in this field on its own merits. Thus the
League supported the debt amendment "to let Minnesota get on with its
building program", we supported an amendment on investment of trust funds
to "increase revenue to the state' and the League is supporting the tacon-
ite amendment '"to provide a favorable tax climate for investment in
northeastern Minnesota." Justification for the emphasis on economics may
be found in another League principle: "that govermment should---promote
a stable and expanding economy."

Perhaps I should add an additional word about the "flexibility" of this

amendment. The limitation on the legislature's power is that they may

not change the formula for computing the occupation tax; the flexible fea-

ture is that they have the option of imposing the normal corporation

income tax except that three provisions (asked for by the legislature)

enable them to recognize the special characteristics of the taconite

industry and have the effect of enabling the legislature to impose a

higher tax than the usual formula might allow. You may ask '"Wouldn't just
removing the Occupation Tax entirely from the constitution permit even more

@ flexibility?" The answer seems to be no: the removal of an established

SOCIAL SCIENCE BUILDING /TELEPHONE 373-2959
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tax from the constitution would probably be interpreted by the courts
as a mandate to the legislature to apply only the normal corporation
income tax.

You also question the relation of the taconite amendment to the wording

of our Current Agenda Item. As this item has developed in the past three
years we have focused our attention on ballot amendments; most amendments
proposed by the legislature are written with the view of solving a specific
problem with less emphasis placed on their relationship to the rest of

the constitution. Is the study of ballot amendments the right approach

to an improved constitution? The second half of the original purpose of
this was that the League should propose its own amendments, but the
constitution does not exist in a vacuum, and one must understand the
problems of the state to propose or support an amendment: our whole tax
structure would be involved in a major revision of the financial article.
And, just passing an amendment may be doing only half the job, for we
should also be concerned with necessary statutory implementation; Home
rule is a case in point. We as a Board are questioning our whole approach
to constitutional revision and we are glad to see similar concern expressed
by members such as you.

I could spend six pages detailing the many thoughtful consensus reports

we received: this study produced higher member participation, interest and
understanding than any we have ever done. Vhen members wrote that

economic considerations were the most important, they were thinking in
terms of increased employment and prosperity for the people on the range.
They did not look at this amendment as just a matter of expedience, but
were concerned with the humanitarian aspects of its passage. A controver-
sial amendment such as taconite is not ideally suited to the consensus
procedure. The Iocal League Handbook states that consensus should be
taken on principles, not specific legislation and that the Board should
decide the League's action on the basis of position. In taking a

consensus on this amendment we were both dealing with specific legislation
and were asking an action question. One of the problems with doing this is
that '"no stand' becomes an action in itself. On the basis of the returns
we found 657 of the members supported the taconite amendment with the
remainder split almost evenly between no stand and opposition.

7e will not rescind our stand:; however we do thank you for your thoughtful
letter and we appreciate your concern for the League.

Sincerely,

Mrs. Earl Colborn
Chairman, Constitutional Item
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SUPPLEMENTARY MATERIAL
ON." THE TACONITE AMENDMENT

The basic issues-——economic, tax policy, and constitutional---are covered in "Proposed
Amendments to the Minnesota Constitution 1964". However opponents of the amendment
have raised a number of other questions relating to the state's policies on conserva-
tion, water pollution, land leases, etc., as applied to the taconite industry. None
of these policies is directly related to the amendment, nor will the passage of the
amendment restrict the legislature's powers to modify policy in these areas if it
should prove necessary.

In general both supporters and opponents of the taconite amendment agree that Minne-
sota's treatment of the taconite industry as opposed to natural ore has been fair.
Proponents argue that passage of Amendment I will simply guarantee a continuation of
this policy and give assurance that the high tax burden imposed on natural ore will
not be shifted to taconite as natural ore is exhausted. Opponents of the amendment
contend that the fair treatment given taconite up to this time makes the amendment
unnecessary; some go on to argue that Minnesota's policy has not only been "fair! but
has in fact constituted a giveaway. Here are some of the areas under discussion:

A. Conservation
The proper use of natural resources consistent with sound conservation practices
and the preservation of wilderness areas should be the aim of state policy.
Exactly how strict regulations should be for mining is a matter of debate, typified
by the Wilderness Bill now (July, 1964) before Congress and the widely different
Senate and House versions, with the Senate bill imposing much more stringent restric-
tions on mining.

Opponents of the taconite amendment question that the state is exercising proper
controls. They question some of the exchanges of state land for private land.
They express concern over the effect mining will have on the scenic beauty of the
area and question adequacy of regulations on the cutting of trees by mining groups.
In brief they would prefer that northernMinnesota be reserved as a vacation land.

Supporters of the amendment point to the taconite industry as an outstanding example
of what can be accomplished by the well-planned use of waters and other natural
resources, say that state regulations are adequate and that taconite companies

have cooperated with the Izaak Walton League and other groups concerned with conser-
vation. Although it is not possible to mine ore without leaving a hole in the
ground, they feel this type of mining should be distinguished from the strip-

mining operations of the coal industry which have left unsightly gouges on the earth.
They feel that mining sites both those presently in operation and those abandoned,
have become more of a toutistattraction than an eyesore.

Water
Here again opponents point to broad powers given mining companies in the diversion
of public waters and question that regulations are adequate. They express similar
concern about regulation on deposit of wasteproducts and water pollution.

The drainage, diversion or control of water for mining purposes is under the regula-
tory control of the Commissioner of Conservation. Diversion of streams and drain-
age of lakes have been made to displace water temporarily to permit the mining of
iron ore under lake beds. Permits for stream or lake relocations usually require
restoration of facilities after operations cease. All pits are below the natural
water level and large capacity pumps are required to keep the water down while
mining operations are carried on. When mining is completed these pits fill up
rapidly with underground water.




Supportersof the amendment point out that the ponds so formed will support fish
and that several now provide excellent trout fishing.

Large quantities of water are needed in the processing of taconite; disposal of

the waste water with the sandy tailings is under the control of the Water Pollution
Control Commission. The system established by the industry and approved by the
Department of Conservation results in 90% of all the water being recaptured and
reused in the beneficiation process.

Supporters of the amendment point out that no taconite plant may either take
public waters or deposit waste products without obtaining permits which are granted
only after public hearings.

lease of State Land
The state owns substantial quantities of land on the Mesabi Range which have been
acquired from the federal goverrment under the School and Swamp land grants;
other lands were acquired by the state because of tax delinquency. Also the State
University has been granted large acreages in the Mesabi area. 10,494 acres are
presently under longterm lease to taconite companies; the average of all royalties
paid to the state is approximately 16¢ per ton; the earliest these leases expire is
1991.

Opponents of the taconite amendment point out the 16¢ per ton received by the state
compares unfavorably with the average royalty now paid private owners; such royal-
ties now average between 53%¢ and $1.00 a ton. Most of the private leases provide
escalator clauses which with a rising price of ore would allow these royalties to
go still higher; in general state leases do not have aiescalator clause.

Supporters state that leases granted by the state in 1941 were not out of line with
other leases granted at that time; in 1941 Erie Mining Company was just developing
the pilot plant that proved taconite was commercially feasible; also World War

II was just beginning and it was the tremendous demand for iron ore during the

war plus the inflation afterwards that caused the rapid rise in prices; many

leases granted in 1941 did not have escalator clauses. Since 1951 the Legislature
has required an escalator clause in all state leases; the most recent leases to a
taconite company by the state provide for a royalty of from 75 to 81¢.







from Duluth, Silver Bay, International Falls, Virginia-Eve-
leth, Chisholm and Hibbing LEAGUES OF WOMEN VOTERS:

WE NEED yvour extra-League efforts to pass the Taconite
Amendment! !

WE KNOW that your LWV members are by now thoroughly conversant with all of the various
economic, constitutional and tax policy factors which make the Taconite Amendment
necessary to Minnesota as a whole.

HOWEVER ==== we know that there is stlll ruch confusion, prejudice,
and most—sérious=of-all \PuTHY concerning Taconite on the part of the average voters
throughout the State.

WE KNOW that the Presidential election will bring out a larger number of voters,which
while gratifying, means passage of the Amendment is in jeopardy because of the same
old "no vote is a 'no' vote" stipulation.

SOMEHOW NE MUST PUT ACROSS TO THE AVERAGE VOTER THAT THE TACONITE
AMENDMENT DOES MAKE A DIFFERENCE TO HIM =-—-—PERSONALLY---NO MATTER
WHERE HE LIVES IN THE STATE!!

Though he is busy with his individual problems in his oun area, it is the duty of the
League of Women Voters to focus his attention on the broader problems of Minnesota

SAGLEOLRARE AL T ATIEC e s "’HIS‘ FUTURE TAXES ,... HIS MARKET FOR PRODUCTS ...
HIS EDUCATIONAL SYSTEM ... HIS LIFE AND POCKETBOOK...
WILL BE AFFECTED by Lhe passage of the Amendment.

We League of Women Voters members in Northern Minnesota daily feel the results of the
dying natural ore inductry-—which is inevitable and irrevocable bocuun= of the de-
pletion of the resource and the technological advances which make TACONITE the mar-
ketable product that steel producers want to buy.

This drop in natural ore production has not been balanced by the development of
taconite plants which can potentially, according to the Minnesota School of Mines,
produce 50,000,000 toms of pellets for the next 300 years!

We are faced with serious unemployment and climbing welfare costs--- a drop in proper-
ty values and a slump in business and sky-rocketing individual tax burdens, Our fami-
lies, friends, and communities must have TACONITE as a basic industry to survive and
prosper in the future if we are to be contributors to the future welfare of Minnesota
and not be a welfare drain on the rest of the taxpayers of the State.

To compete with other states and the world for the establishment of taconite
plants we must give assurance of fair tax policies for the future by the a-
doption of this Amendment.

THEREFORE, WE SEND THIS PLEA ! ..cecsncesonncse

that you, your board, your members give an extra ounce of League
energy to alert the voters of Minnesota in your area 1o ...
the real factors which face them in making their decision about the Amendment,
the importance of voting on the Amendment, because "if they don't vote,
it's a2 "no'! vote" and
the fact that their own futures as tax—paying, producing Minnesotans are in-
volved in this question.

You have already, we realize, received materials from the Citizens' Committee for
Taconite and from the State LWV office. This is a PLEA that you help us to help
ourselves and all of the State to utilize its mineral, economic and human resources
for a brighter future.

It is an offer of any help we may give you during the next crucial month in providing
speakers, pamphlets, special mailings which will help pass this League of Women Voters
ENDORCED AMENDMENT, May we hear from you soon?

YOURS TRULY FOR TACONITE,

Mrs. John Dettman, Pres. Mrs, N.T. Rykken, Pres.
1405 North 8th Ave, E. Duluth aconite Drive, Virginia

Mrs. Allen Thorngren, Pres. Mrs., Dorothy Johnson, Pres.
Little Marais 431 S.W. 6th St. Chisholm

Mrs. Thomas Riley, Pres. Mrs, Harlen Hedtke, Pres.
Box 352, International Falls 3730 1st Ave, Hibbing










April 22, 1964

Mrs. K. Mizuno
2093 Bireh Street
White Bear Lake, Minn,

Dear Mrs. Misuno:

How I wish you might have participated in our evaluation of the
consensus reports on the taconite amendment - for if you had, I do
not believe you would have lost your "faith in the wisdom and objec——-
tivity of the decisions of the League." Fortunately our task was
made less difficult by the high caliber of the consensus reports
such as we received from you.

We eould have made these reports say many things by "playing"”
with figures. let's take your work with some figures for example-—
your membership figures that give you a majority of the state League
membership within "19" Leagues not supporting the amendment are not
correct. This is not important, however, for you are failing to
recognize the minority.

Because of the very nature of this issue lLeagues were quite detailed
in their reports thereby giving us a good picture of the kind of support
we could expect., We realige that the key word is "substantial'" and we
interpreted the reports from the local Leagues to be sufficiently sub-
stantial for the League of Women Voters of Mimnesota to be effective in
their wupport of this amendment.

We are hoping that our members realize the problems caeated by
study and action on & ballot issue such as each constitutional amend-
ment. This is not a true consensus nor does it make for the kind of
Program in which the League can be most effective,

I hope that our actions in the future will be such as to restore
your faith in the league. I wish you success in your party work.

Sincerely,

Mrs. William Whiting
President
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